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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF M|CH|GAN MUTUAL |NSURANCE COMPANY
ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONdS (SChEAUIE D)....ovvvvrieiririeie ettt sssssess s sssesssssssssessssssssens | sssesseens 3,291,692,016 | ..eevvvereeerereereincreeeinenns | creereneene 3,291,692,016 |........... 3,217,026,015
2. Stocks (Schedule D):
2.0 Preferred StOCKS. ... ..cuvveeeeeeeie ettt ssestenens | essessessseeees 7,700,998 | ..o | e 7,700,998 | ... 11,973,420
2.2 COMMON STOCKS.....vurveererrereeisseseisssessessesessesssssssessesssssssesssssssssssessssssnssessessessanes | sessessnes 2,479,600,698 |......covvvererreeireineeerenns [ e 2,479,600,698 |........... 2,332,481,238
3. Mortgage loans on real estate (Schedule B):
31 FIESEIIENS. ..ottt | ereneenenenneed 4,250,000 | .ooceeeeeiereiereeens | e 4,250,000 | ..ooovvrerenens 4,250,000
3.2 Other than firSt IENS.......c..cvuereciiceire s sssseees | serestestsensesinesssessnessneess | ertesiessessnessnesssensnessnees | sroesssesssssssesseseersenens (01 O
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDBIANCES).......ovuiveieeietcieie ettt s s besaesaes | essessesinsas 137,912,093 | .ovveeeeeeseeeiens [ e 137,912,093 |.............. 144,023,412
4.2 Properties held for the production of income (less §.......... 0
ENCUIMDIANCES)......eceneereeseeseeseeteesseeseeseesessese e sseesess st ees s st ess st st s essessansestsnes | sesestassssssessessassastnssnssess | sstesssssessessessassnsssnssnssans | sessessssssssessnssessasssens 0 [
4.3 Properties held for sale (less §.......... 0 ENCUMDBIANCES)......ceuerveieeineeneereieireeins | reeeeseessssseseesssssssessseens | cessessssssessessessassssssssnsss | sessessessssssssssssessassasenns 0 [
5. Cash ($....(163,271,090), Schedule E-Part 1), cash equivalents (§.......... 0,
Schedule E-Part 2) and short-term investments ($.....589,932,696, Schedule DA)....... | ..cccocuev.... 426,661,606 |.......ccvererrererirerereiiins | e 426,661,606 | .............. 514,868,735
6. Contract loans (including §.......... 0 PIEMIUM NOES)....vvveevierieieeeieiseeesessesesiessetesesees | cevessesissessesissessesssessesns | sressessesissssssssssssessssssess | sesesesesssssessssssessssnees (0 T
7. DerivatiVes (SChEAUIE DB)..........c.cveeeeicieeieieis et ssses s sssses s s sssssssssns | essesessssesssessesssesssssnsns | sesessesssssssessessssesssssssesins | sossessessssessessssessesssseses (0 T
8.  Otherinvested assets (SChedulg BA)...........coveveueerieieeeieeeeeeseesee e senis | cvesiesessnns 329,283,550 [ ...cveveveireiereeieiseieerins | errrieieienns 329,283,550 | .............. 284,518,884
9. RECEIVADIES fOr SBCUMLIES. ... vttt s ssnseses | essesisssssesissessesssessessnsns | eetessesssssssesssssssessssnsesns | essessessssessessssesssssseses (1 498,052
10.  Securities lending reinvested collateral assets (Schedule DL)...........ccooveveeveeeveevvevereens [ cevvevsieienns 12,673,387 | oo | e 12,673,387 | .coverenee, 17,620,770
11, Aggregate Write-ins for INVESIEd @SSELS..........cveuriverrrieieisiessse e seseesesessessssens | rrssnsssssssssssessansanssseans {0 [0 { R 0
12.  Subtotals, cash and invested assets (LINES 110 11)......ccoveveveeerevereeeeeeeeeeeeeeeeen | e 6,689,774,348 | ....coovvieeiene [0 I 6,689,774,348 | ........... 6,527,260,526
13. Title plants less §.......... 0 charged off (for Title INSUIEIS ONIY).......evevrveererrerririeissinnes | eernsesseseessesessesssssssseess | snsssssseessssessesssnsssssnssnses | sessessesssnssssessessassnsnns (0 U
14.  Investment income due and ACCTUE...........c.ceueiieeeirieieieieeie e | cessesessssnsees 29,525,800 [...vcvevererererieeieieeieenns | e 29,525,800 |......ccoovnee 27,545,740
15.  Premiums and considerations:
15.1 Uncollected premiums and agents' balances in the course of collection............. | .eovcveeee0e58,335,622 | .o.voveievieieccei | s 58,335,622 |.......oco.... 48,194,147
15.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled PremiuMS).........covrrves | cevrrenreneireeeinenenriieens | errreensieesssssesensisseeenns | ceeesressseseesesessesssseees (0 OO
15.3  AcCrued retroSPECtiVEe PrEMIUMS.........cvuururrereerereeeeseeseessseseeeeeesessessssssessssessenes | sessesssssssssessessessessssssnsses | sessesssssnssessessessssssnssessns | sesessesssssssssessessessassnes (0 OO
16. Reinsurance:
16.1  Amounts recoverable from FEINSUTETS.............vririiriiiiniieriessesiessessesienins | oreesseesnessssesseeseeseesies | neessessnessnssssssssssssesins | resenesinessnessssssssssessnns (01 N
16.2 Funds held by or deposited with reinsured COMPANIES............cccveeviriveiieirieiiens [ e | e | cressesissesses s snans 0 [
16.3 Other amounts receivable under reinSUraNCE CONMTACES.............cuuuruucriermeerieeriens | creesrineinrissiesiesiesies | coreessesssssssssssssesessesins | resenesinessnessssssssssessnns (01 RN
17. Amounts receivable relating to uninsured plans..............ccocevevviereeieeeiceese s | e 180,668,825 |......ccevncn. 11,683,529 |.............. 168,985,296 | .............. 143,163,223
18.1 Current federal and foreign income tax recoverable and interest thereon.............ccceee. | e 17,989,911 | oo | e 17,989,911 | .o
18.2 Net deferred tax @SSEt.........orririce st sssenes | sreesiensans 154,970,777 | .ovvevvcrenne 15,482,862 | ....coccovnee 139,487,915 | ..o 99,855,251
19.  Guaranty funds receivable OF ON AEPOSIL...........coueviiiveireieieie et sessssesens | cressssssesiesessesssssssessessnss | essessessssessessssessessssessenas | sressessssessesissessessssnsns 0 [
20. Electronic data processing equipment and SOftWare..............cccveevevevereiveereiesieiens | cvvveiieiienns 283,774,528 | .............. 239,989,321 | ..coooverrnan 43,785,207 |..ccovvrernene 38,034,102
21.  Furniture and equipment, including health care delivery assets (§.......... (1) USSR ISR 9,783,523 | ..coovvvrrnnnd 9,783,523 | oo (0 T
22. Net adjustment in assets and liabilities due to foreign exchange rates..........ccocveveies | coveiriiriieiiesieesieeens [ | e (0 T
23. Receivables from parent, subsidiaries and affiliates.............ccevervieieririeiesieiesiiens | e 107,028,823 | ...ooovcveeeiererieesiens [ e 107,028,823 |.............. 100,963,203
24. Health care ($.....92,082,035) and other amounts receivable..............cco.oevuvevvecvecrienns | coverereronns 145,377,263 | ...cocvvernene 16,340,380 |.............. 129,036,883 |.....cco.... 118,262,933
25.  Aggregate write-ins for other than invested assets...........ccovvvevceieiciicienieeiiens | s 382,103,637 | ..cocverrnnee. 50,877,378 | ..cccoeunnns 331,226,259 | .....co.c.. 366,166,867
26. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell AcCounts (LINES 1210 25)......vuerererereeiiesereieiseesessstsseseesssessssssssssssessessesssssssssness | sessesennes 8,059,333,057 |...cccruvuvne 344,156,993 | ........... 7,7115,176,064 |........... 7,469,445,992
27. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS............. | vreerrereerrurinrneineneinees [ cerneineinsieesensensessiesees | coreressnsssssssesssssssnssneens (01
28. TOTALS (LINES 26 @NA 27).......coverieerrireieireereiseeseesseieesessssessssssesssssesssssssssssssssessasssnes | sessesens 8,059,333,057 | ..coovvenee. 344,156,993 | ........... 7,7115,176,064 | ........... 7,469,445,992

DETAILS OF WRITE-INS

1198. Summary of remaining write-ins for Line 11 from overflow page..........cccocovvveviinienns | covveenesieeeneseinns (01 RN 0

1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @bOVE)......cceuerrerrerrrnrnrrnminseseessnennens | conmessmssessmsnssnessesersness0 | conminnensmsnsssssessessenes 0

2501. Miscellaneous Accounts Receivable.... . 18,372,796 |.

2502. Prepaid and Other Assets 16,136,440

2503. Interim Receivable from ProVIErS. ..o 16,330,769

2598. Summary of remaining write-ins for Line 25 from overflow page..........ccoeeveeveveiens | coevversieiserenins 37,373 | o 37,373 | oo 0 [ 0
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 @DOVE)........cverreurreimesresmessrensrinsninns | coneeseenees 382,103,637 | ...ccvvivnnnne 50,877,378 | ....ccooenen. 331,226,259 |...ccvcvnnee 366,166,867




Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF M|CH|GAN MUTUAL |NSURANCE COMPANY

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $..........0 reiNSUranCe Ceded)..........c..uermrmmrrrermerirenesenenninns | cevvveneenens 581,388,631 |....ovveeerirrrirerienrienies | eerererienins 581,388,631 | .....ocveene. 604,668,496
2. Accrued medical incentive pool and bonus amounts.............ccccveerininciciciisicniinns | covneiicinins 29,502,192 | ..o | e 29,502,192 | ...cooceucneee 29,681,987
3. Unpaid claims adjustment eXpenses..............cocuiuniiniiniiniiiniinsisiisiesseseinsins | v 79,341,045 | ..o | i 79,341,045 | oo 86,574,329
4. Aggregate health policy reserves, including the liability of $.......... 0 for
medical loss ratio rebate per the Public Health Service Act..........ccovvvvvvrevneinnens | coveeiriinns 635,046,545 | .....oovviriereiririeeen | e 635,046,545 | .............. 765,363,027
5. Aggregate life POlICY IBSEIVES........cceieiieeiieicieie st | stessesssessesessssesessssesess | sresesessessssessessssssessssnss | soiesessesessssesssssssssessnd [0
6.  Property/casualty unearned PremilUm MBSEIVE. .........ouururevreriereieririereriesesserenessenss | certessnsesisreessesissinesesses | reerersessessnsssesessessessnsins | sesneerersessessnssnsessessens (01 R
7. Aggregate health ClIaim MESEIVES.........ouiuieiieiiircee ettt eseees | seetesetssssssteesssssesessssesess | ebessesesnsssesessssesesssssesns | sebessssesssssssesessssessssnns [0
8. Premiums received in @dVANCE..........ccccveveiicverieeesseie e enenns | evsssssesesssnns 2,625,898 | ...cooevieireieeseees | e 2,625,898 | ....ccovernn. 3,482,088
9. General expenses dUE OF ACCTUE..........covuiveeiveireiireieiseies et ssssessesssens | stessessssenns 374,215,587 | oo | e, 374,215,587 | ..o 279,949,812
10.1 Current federal and foreign income tax payable and interest thereon
(including $.....9,825,449 on realized capital gaiNg (I0SSES)).........c.evuevrrererrrerieies | cevrerieeriesesssiessesssssesens | eeseesiessessssssesessisssesssssss | seseesessesssssssssssssaeseens (V18 I 14,848,791
10.2 Net deferred tax HaDIlIY..........cccceririircere e seiens | ceveessnsesssre s i sesenans | rreresiessesisssss s siesinsins | sresreesiessesisssesesesseneens (0 RN
11, Ceded reinsurance premiums Payable...........cccoveuierireiiiniieeinseeisseiesssesessnees | crevsesssesessnsns 273,696 | ...ocooveiriiiieeieceeeiies | e 273,696 | ....cocvvvvnee 1,739,898
12. Amounts withheld or retained for the account of others.............coeveveveeveveeeeeece | e 22,028,633 | ..o | e 22,028,633 | ................ 18,002,020
13.  Remittances and items Not AllOCALEd............c.ceiiievieeieeceeecees e | cveer i 14,508,154 | ..o | e 14,508,154 | ...cocvveeee. 9,731,988
14.  Borrowed money (including $.....205,483,014 current) and interest
thereon $.....845,450 (including $.....845,450 CUITENt)..........cvourverrrernrrirrrineririniies | creerinnes 1,177,328,463 | ..oooevecreersccncnin | s 1,177,328,463 | ........... 1,061,956,761
15. Amounts due to parent, subsidiaries and affiliates...........c..covrrrrerrnerneeinmeineenns | v 39,994,287 |...ovorrirrrrierierinerinens | e 39,994,287 | ..coovcvvernnee 50,367,059
16, DEIIVAHVES. ...o.uveeoieriieiieesieseie sttt nssnens | seeesseesssnessse s s sisens | seseesseens st ensies | s (O R
17, Payable fOr SECUMHIES. ... .....cverreeerrirceieiieerieee et sesssssseesssssnes | cesseenenseesnnens 1,199,851 | oo | e, 1,199,851 | oo 2,075,299
18.  Payable for Securities [ENING............ovvveererrirneriireinerseneesiesiressesisnessenens | cvnerieneinns 12,673,387 | ..oovvereeerireeeieninnniens | cvrerieniinns 12,673,387 | oo 17,620,770
19.
...................................................................................................... (O R
20. Reinsurance in unauthorized and certified ($..........0) COMPANIES..........cvverrerriririe | cerrerinerinerinereneeineeens | rreesinesiseessesssesssesssees | seressessssssssssssssssenns (U
21, Net adjustments in assets and liabilities due to foreign eXChange rates............ccouwe | ceerreeriinrrinnriinrinii [ | cevesneseesesesssessseseons (O R
22. Liability for amounts held under uninsured plans...........cccooveeeieenineeeniessens | eveeeieeninns 464,966,380 | ...cooveiiieiiieeeeeeneeen | e 464,966,380 | .............. 403,635,567
23.  Aggregate write-ins for other liabilities (including $.......... 0 cuIment).....cvveeerereerens | covenriniinns 991,359,718 | ..o (O 991,359,718 | ........... 1,059,150,833
24, Total liabilities (LINES 110 23)......cuverrrirrrirerierinerieiineriesseseesesreesesenisssenee | ceeenennd 4,426,452,487 | ...oocvorvrnrrcricrd (U R 4,426,452,467 | .......... 4,408,848,725
25.  Aggregate write-ins for special SUrpIUS fUNdS...........ccccevieninircrinineniereesines | v ) 0,9, CONRRNTS IR XXX | e [0 I 0
26.  CommON CaPital SEOCK. .........ccvevivieeieisiieeiseee et | erreseienees ) 0.0 TN T XXX ooeivreiieies [ seseissnsens | v nsns
27.  Preferred capital STOCK...........cocueieiiiiiceesc e | e ) 0,9, CONRRINTS IR XXX eoeireinieins [ eorerreneineesnsseinsns | v
28.  Gross paid in and contributed SUMPIUS............cceveviieieieirieeseeseese e eiens | erreieinnens )%, 0, SO IS XXXttt | e eesesinnnes | e
29, SUMPIUS NOES.....euceeveerceiereeeiseeseeeeee sttt ennennees | aeseeseennen ) 0.9 R R XXX tirteteiriies | e esssesisnnes | e
30. Aggregate write-ins for other than special Surplus funds.............ccovvererieieinieies | veereinnens )., SO IO XXXttt | v [0 RN 0
31, Unassigned funds (SUMPIUS).........cceeuririuereiriieeeisieieiesssessisssese e essssesesssesesssssns | sesesessnsens D.9.0 I D.9.9 I 3,288,723,597 | ........... 3,060,597,267
32. Less treasury stock at cost:
32.1 .....0.000 shares common (value included in Line 26 §.......... (1) R IR ) 0.9 G R XXX ooevieveveies v | v
32.2 .....0.000 shares preferred (value included in Line 27 §.......... (0) S
33. Total capital and surplus (Lines 25 to 31 minus Lin€ 32).........ccccovevevinnnireinnnns [ ceeieininnns D.9,0, S D.9.0. G I 3,288,723,597 | ........... 3,060,597,267
34. Total liabilities, capital and surplus (Lines 24 and 33)..........cccovvrrvennnensnieinees | cereereinnens ) 0.9 CHTN R ) 0.9 R S 7,715,176,064 | ........... 7,469,445,992
DETAILS OF WRITE-INS
2301. PoStretirement LIGbIlIHES. ...........veeuervrererreieerireeesieeessesisessseeseesssssssssssssssans | eoseessseens 807,542,718 | ..oooevererierenerirneresnees | eerveeenneeens 807,542,718 | ..o 810,420,225
2302. Liability for Uncashed ChECKS..........ccvuruirreriiriinieiniieieiseeieissssisssssseesssssseesssnnss | sevvseesessssenns 7,948,766 | ..ovvveevereeieeeireieienes | vveeieiieininens 7,948,766 | ..covovrvrnne. 8,705,526
2303. Interim Payable t0 PrOVIErS..........ccoveuririiieeiiesiseesseeesseeisieeiesssessenssenes | cvnsesesnnnnns 14,543,580 | ..o | e 14,543,580 | .............. 111,270,274
2398. Summary of remaining write-ins for Line 23 from overflow page..........c.cooeuvvnivees | wovvveinennee 161,324,654 | ....oocvvvvenn [V [ 161,324,654 | .............. 128,754,808
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @DOVE).......ccovrvrrrenerinrrerssiinens | corerrennens 991,359,718 | ..o [V [ 991,359,718 | ....cce.n. 1,059,150,833
2507 ettt ennnnn | srsiessines ). 9.0 R R )00 SN ST PR
2502, et nnnen | cebieesiens ). 9.0 ORI R XXX otviererees e | e
2503, oottt et nnnnn | srsseessiees )90 R U D00 T ST PO
2598. Summary of remaining write-ins for Line 25 from overflow page............cccoeveeeviies | cerrerrennn. ) 0.0 TN T XXX oo | e [0 TR 0
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 8bOVe)........oveerrerreerieneersencnnes | corieenneens 0.0 N I D N ISR (O 0
3001.
3002.
3003.
3098. Summary of remaining write-ins for Line 30 from overflow page.........ccocooevvvnevees | coveeenennee ) 0.9 I R ). 0.0, GO SRR [0 RN 0
3099. Totals (Lines 3001 thru 3003 plus 3098) (Line 30 @bOVE)......ccocrvererierieresiarinis | cereisnnas 0.0 SN IR XXX oiirerieies | e [0 0




Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF M|CH|GAN MUTUAL |NSURANCE COMPANY

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MEMDET MONNS.......ooiiiiiiiiiiiiri bbbttt | stissnisenisenes XXX [ 18,053,589 |...cocvviriniinninas 17,796,250
2. Net premium income (including $.......... 0 non-health premium iNCOME).........cueveurieererierienns | cerverenieinneas XXX et | vevenevsiennns 6,572,304,337 | .coeererren. 6,319,342,469
3. Change in unearned premium reserves and reserve for rate credits...........ocovvevevieiesieieens | coveveieieennn XXX oetieeveiveiens | e 77,367,755 | oo, 58,910,622
4. Fee-for-service (netof §.......... 0 MediCal EXPENSES)......vvvriierireiriieieieieiersssseseesssessssssesees | cvesessesssnns XXX ottrierieireinnes | oriereisiessessssssessssssesessssenss | sesvssessessssessesessssessessssessessnses
5. RISKTEVENUE........oiiuiiiiiti s | sbeesbansieneeas XXXttt [ erinriiniiniinisinissississienes [ e
6. Aggregate write-ins for other health care related reVenUES...........cocuvvecvvieiieceeiceseseees | cvveieieieis XXX oetrrreireinniens | vererreieesssenenns 38,756,233 | .o, 34,432,084
7. Aggregate write-ins for other non-health rEVENUES............ccovvieirieerieeeieseeseesseees | crsrenserene s XXX tsreriersnianiens | crorenssssssesssssssessssssessessnees [0 RN 0
8. Total revenues (LINES 210 7)....cccieieiieieiesieieissieessieesssessssssesssssssssesssssssesssssssessssensens | svensessessessss XAKursnsensessnsanens | eeerns ....6,688,428,325 | .....cvvvnen. 6,412,685,175
Hospital and Medical:
9. Hospital/Medical DENES. ...t essssesseneses | sereessssessssessssessssesseessesesssnnens | coneesssesscsens 4,745,688,693 | .......ccocevune 4,581,182,879
10, Other ProfESSIONAl SEIVICES...........ccviiveieiietcieeee ettt et bsseaes | stessssebesssssaesesssesesssssesessssess | sbevesissssessssesens 100,168,341 | ...covvvvererneee 100,049,300
11, OULSIAR TEIEITAIS........ooieic bbb | sebbeb s | eebbisb bbb bbb | enbb bbbt
12, EMErgency room and OUL-Of-ArEQ............ccceuiucveiiriieiiieieieieeie et sse s s st ses s s bessens | sressssssesessssssessssesesessssssesesssses | estesessssssesessesesessssssesesssesasns | essssssesessesesesssesesessssesesssesens
13, PrESCHPLON AIUGS. .....vucviveiicecte ettt bbb s e s snsebens | stsssssebesssssaesessssesesssssesessnsess | sresessssesessssesens 906,401,142 | .ocveve 868,739,945
14.  Aggregate write-ins for other hospital and MEICaL.............ccoveiveieiiciicece e | e 0 [ oo 0 | o 0
15.  Incentive pool, withhold adjustments and BONUS @MOUNLS..............ccoeviiveueieiieicee e | et esesssessesensnes | cereresisesesessenens 47,862,701 | oo 48,895,114
16, SUDLOtAl (LINES 910 15)....ccimuieiciiiiiiceiineriereiiesi sttt nssnenins | eesssessssesss e sssenes s (O 5,800,120,877 | ..covvvrvrrrenn. 5,598,867,238
Less:
17, NEt reINSUFANCE MECOVEIIES..........uvvuiiiiiiriiriiriiriisiesiisissie s sss bbb esses | sobsssis sttt sttt | eonbsssssss sttt ssssssssssins | cosbisssisssssns st
18. Total hospital and medical (LINES 16 MINUS 17).......c.cvuevericuereiieieieeesee et ssstesessnas | everssssessssssesessessesessssssens (01 I 5,800,120,877 | ...c.ccvevvnee. 5,598,867,238
19, NON-NEAIN ClAIMS (NBL).......cvicvieeiciee ettt s st s s aenes | sebessessssessssasssssssasssssessessnsessns | srssessesnsassessesassesssestessessnsans | seessssssessssassesssssssessssstesnsanes
20. Claims adjustment expenses, including $.....141,205,542 cost cONtaiNnMENt EXPENSES............ | ceveeveereerrerersresssresiesenssessnnss | svesssesssssseseneons 345,801,057 | oo 340,387,526
21.  General administrative expenses 863,414,343 | ..o 731,052,409
22. Increase in reserves for life and accident and health contracts including $.......... 0
INCrease in reServes fOr life ONIY)........ccoiiieiriee et ses | fessssessessssessessssesssssnsessessnsenss | srsssessssssessesanes (52,948,727) | c.vvverrrerirnes (36,643,753)
23. Total underwriting deductions (LINES 18 throUgh 22)...........cceuiriieiiuiieeieieeessiessiessissiens | serissesiesssssssessssssassessssanaes 0] e, 6,956,387,550 | ..ccoovernnnen. 6,633,663,420
24.  Net underwriting gain or (10SS) (LINES 8 MINUS 23).......crvueuerirereiriieieissieieisissessssessesssssssenss | sersssesessnees XXX oetriearerissinnes | evrerersseesennes (267,959,225) | ...ocovvrererirnens (220,978,245)
25.  Net investment income earned (Exhibit of Net Investment INCOME, LINE 17).......cuevivieriiniies | e sssssesens | cevsssessssssesnnnns 129,678,918 | ..o 158,127,747
26. Net realized capital gains or (losses) less capital gains tax of $ 39,295,036 | ..oovrereiriieninns 94,722,072
27. Net investment gains or (losses) (Lines 25 plus 26) 168,973,953 252,849,819
28. Net gain or (loss) from agents' or premium balances charged off [(amount recovered
I 0) (amount charged off $.......... 0] OO O URTUE OSSO
29. Aggregate write-ins for other iNCOME OF EXPENSES.........ccveiiivereiiieie et sssssresens | overesssssesssssesesssssesesssenes (O 9,004,359 | ....coocvereiieias (268,260)
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(Lines 24 plus 27 plUS 28 PIUS 29).........cccurermerrrerrneemeeesseeseesseeeseesseseseessesssssssssessssssneses | sesessesesnnes ), 9.0 SIS I (89,980,913) | weorverrrrrrreenes 31,603,315
31. Federal and foreign incOMe taxes iNCUITE............covvevueiireieiireieieese e | ersnsessesneas XXX v | v (4,039,089)| ...ocvovererrins 34,152,745
32. Netincome (10sS) (LINES 30 MINUS 31)......curuiuueieriirieeieiecieceseie et seeseesessstenies | eesessssensenn 29,0 O [T (85,941,824 | ..o (2,549,430)
DETAILS OF WRITE-INS
0601. MiChigan ClAIM T8X.......cuvvrmrrerrerseriereieeiiesssseses e essssessesssssesssssssee | cesssesssesnns )99, SRR IOV 38,756,233 | oo 34,432,084
0B02. ..ottt Rttt | erisenese i XXX trtreeirnerinees | eorreesienisescsiesssesssessseess | coessssssisesssesss s
0B03. ..coooeeeeeeesres e e et | eresnene e XXX eviverinerinnes | eoreeemieessesesinessssesssessssssseens | coeesssesssessssssssessssesssessessens
0698. Summary of remaining write-ins for Line 6 from overflow page..........cccouvvevivereivereiesceieees | v XXX oetivieveiiniens | veverersiese e 0 | e 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LiNe 6 @DOVE)..........vuwurierrierrieriesiressriserssenssessssrssnees | cresessnssseens XXX eerersenrensennns | eveenersnneensnsnnnenes 38,756,233 | .o 34,432,084
0701. .
0702.
0703, ettt | ererenese s XXX trieeiinerirnees | eeesienisesesesssesssesseess | coeesessisessssss s
0798. Summary of remaining write-ins for Line 7 from overflow page...........cccoeevevveueverveveeerccieeeens | o XXX ooteeirieeins | e 0 | e 0
0799. Totals (Lines 0701 thru 0703 plus 0798) (Line 7 @DOVE).........couwurivriiniiiniiniesniississississisnis | crssissienieas XXX | o 0 [ s 0
1401.
1402.
1403.
1498. Summary of remaining write-ins for Line 14 from OVErflow PAgE.........cccceeeeevicreeiieeiieeieiies | ceevereseeissesesesss s essaeeas 0 [ oo 0 | o 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (Line 14 @D0OVE).......cccvveviiirereiiieieeeeiceieesieieeies | eveeresresieresissssesssssnserensensd | evverieisssieisiesiesesiesseseeiennsd | e 0
2901, Miscellaneous INCOME...........ccruiiiiniiniiiinisinsesis s ssssssssssssssssssssssesnns | s | oo 3,004,399 | s (268,260)
2002, e8RS RS R s8R | H4Ese R Rt Rt | eeRE R Rt | Sees Rt
2003, R
2998. Summary of remaining write-ins for Line 29 from overflow page
2999. Totals (Lines 2901 thru 2903 plus 2998) (Line 29 above) (268,260)




Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF M|CH|GAN MUTUAL |NSURANCE COMPANY

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

45.

AA.1 PAIA IN.etrrvtreeeteeeeess s eees s ees s8R E 8888
44.2 Transferred from surplus (SOCK DIVIAENG)...........covveiriiiieieiiieie sttt
44.3 TranSTErrEd 10 SUMPIUS.......co.cvuiviecieceiee ettt ettt bbb bbb bbbt
Surplus adjustments:

A5.1 PRI IN...torvtrrereteeesesseeeesseesss s ess s8R 8RS8
45.2 Transferred to capital (StOCK DIVIAENM)...........covviviiieeiiiceese et s

45.3 Transferred from capital

2

CAPITAL AND SURPLUS ACCOUNT Current Year Prior Year
33.  Capital and surplus prior repOrtiNG PEHIOU. .......c.uvrrererrerirriierinrirsisrie st ssssessesssssssssss e ssessesssssses s essenssssssssessessesssnsnssessnns | sessssesssssessons 3,060,597,267 | .coovvvvreerene. 2,789,651,952
34. Netincome or (loss) from Line 32 ....(85,941,824)| .... (2,549,430)
35.  Change in valuation basis of aggregate policy @nd ClaiM MESEIVES..........c.ruiieierrire s ssesssssssssessesssstes | sressesssssssssssessessassssssessassessns | sessssssssessessassssssessessassssnnsneses
36. Change in net unrealized capital gains and (losses) less capital gains tax of $.....(345,824)..........cccovveevereeerverserrerereissesens | coveresenssseseneons 217,683,301 | .ocvererices 281,899,223
37. Change in net unrealized foreign exchange capital gain OF (I0SS)........ccvuurureirrrinrirrirrerneeeiereseessese e sessesssssssesessssses | seeessesssssnsssseeens (1,331,518) | oo
38.  Change in Net deferred INCOME taX.........cviviicieiiiicreie ettt sttt ss st sessesnts | oevessesssssesiesanes 94,828,079 | ..cveveveeerererenn 29,300,098
39, Change in NONAAMILEEA @SSELS...........c.iveicicieiiciciie sttt bbbt bbb s st ns st | sbestesnsesaesnsnes (58,740,999) | ...ovovvverrirnn 7,713,918
40. Change in unauthorized and CEMtIfIET FBINSUIANCE. .........c.ovurerrirrirrieeersirees st esss st et sse s ses st sss et ssessaneas | wreesssnsssesessessessansssssessassassane | sessessessessossassssssssessassnssnssnens
41, CRANGE IN TEASUNY STOCK. ... reureueeeiuceceee ettt sttt sttt et £ 82828 E et ee s s s essantas | H1eesesnssneessessensastssssessentensns | sesuetsessessastanssnsessessentenenseeas
42, CRANGE N SUMIUS NOES......oucvurererreaieeeeeetseiseesseeeeseese st eeseseseasee e sse st ees e sEeeE s s s s S bS8 8 e b b s s esEeebae b b sessants | Hheesetnsssesessessensasbssesesententes | sebsebsessessesbass e s e st e enb st et enes
43.  Cumulative effect of changes in aCCOUNLING PHINCIPIES. .........vurururirriierireireieee et it ss st st ssess s ssessests | sreesesassseeessessessassssssessastessns | sessessessessastassssesessessassesssnsseens
44. Capital changes:

46.  DIVIAENAS 10 STOCKNOIAETS..........oouiiiiiii bbb | Hot bbb bbbttt | Hhre bbb
47.  Aggregate write-ins for gains or (I0SSES) iN SUMPIUS........c.cvrevuivireiriirireieissieseissiese et ssssssessessnsesssssssesssssssessnsens | ssssssesssssssessesnes 61,629,290 | ..ooovovriviiririrnns (45,418,494)
48. Net change in capital and SUMPIUS (LINES 34 10 47).......cvveiiirieireieieieeie ettt ssesssanss | snsessessssessessnses 228,126,329 | .cvvererrieins 270,945,315
49, Capital and surplus end of reporting period (LiNE 33 PIUS 48)..........cccvveurrriieirririnieieeieisesessssssessssssessssssessessssessessssesses | sessssesssseseens 3,288,723,597 | ovvererrinn. 3,060,597,267
DETAILS OF WRITE-INS
4701, Additional PENSION LIDIIIEY..........cvererireieeieriereieieieciesiseieeseeesee et ss sttt ss st ess st st s ssnssnsss | sesessessassasssnsssssessessansnssnssasses | sesessessssssessnssons (45,418,494)
4702. Initial recognition of SSAP NO. 92 @N0 NO.T02.........c.ouieeiiriieirieie ettt sse et et ss et ss st essssssessessasts | seesessessessnsssnenns (37,918,804) | ..o
4703. Additional amount recognized PEr INT 13-03.........cu ittt ettt sttt anias | essstesssssnisnes (175,268,220) | ....ocvovererrieerereeee e
4798. Summary of remaining write-ins for Line 47 from overflow page 274,816,314 | oo 0
4799. Totals (Lines 4701 thru 4703 plus 4798) (LN 47 @DOVE).......c...ruurireririeieiesineseisssensssnsssenssessssesessensssesssensssssssssssssnssssssses | ossssssessssssssseoas 61,629,290 | ..o (45,418,494)




Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF M|CH|GAN MUTUAL |NSURANCE COMPANY

CASH FLOW

Currerlt Year Prior2 Year
CASH FROM OPERATIONS
1. Premiums collected net of reinsurance 6,559,840,470 6,386,622,362
2. NEtiNVESIMENTINCOME. .......iviiiiecteieiets ettt b b s s s ettt s ae b s s b b s st bensnsnnns | snsevessesesesinas 123,716,636 | ..cooovvcvernees 132,799,496
3. MISCEIIANEOUS INCOME.......oucvueririecieiseiseesessseesei b ese s bbbt s bbbttt enas | benistssnissbssenenes 38,756,233 | oo 34,432,084
4. TOtAl (LINES 1 HIOUGN 3)..eieieciiieic ettt sttt stensntans | sessessessassnnes 6,722,313,339 | ..o 6,553,853,942
5. Benefit and 10SS related PAYMENLS........cccuieiiiiirie ettt bbbt enaes | srentenetentenas 5,847,866,050 | ........c........ 5,531,858,794
6. Nettransfers to Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS............cvueveevieeieveceeiceieieeieeieeeieis | et sssseseesens | cteesssaessssssesessessesessessesessnes
7. Commissions, expenses paid and aggregate write-ins for deductions. 1,051,686,583 ...7158,041,284
8. Dividends paid to PONCYNOIAETS. .........euiurieeieiecieieieie ettt s sttt b s s nsesnees | ebseesssesseesetessesnetessesnntessesns | sbressssesseenssesesantesesansessesaees
9. Federal and foreign income taxes paid (recovered) net of §.......... 0 tax on capital gains (I0SSES)........couerrrrrrrrrerernrereniiens | coriarieessiereesneas 50,194,107 | cooovvrvirrinas 39,153,954
10, Total (LINES 5 thIOUGN 9).......vuieieiiiieie ettt sttt sttt ntentnen | sbsessessessnens 6,949,746,740 | ................. 6,329,054,032
11, Net cash from operations (Line 4 MINUS LINE 10)........ccueuiiririeininniieieisse st ssse s sssse s ssssessessssessess | stesessssessesnes (227,433,401) | oo 224,799,911
CASH FROM INVESTMENTS
12.  Proceeds from investments sold, matured or repaid:
12.1 Bonds.. 7,026,132,881 5,215,342,978
12,2 SHOCKS. ...ttt | seese e s 984,718,578 | ..covovverinn 210,230,888
12.3 MOMGAGE I0BNS.......couieieiviiiecieteieciet ettt bt bbb bbb bbb bbb st s st st st s s s s s sas | absebsssassessssessessesestessesantes et | ssbensesinsnsess et en s st ns st
12.4 REAIESIAE. ...t | srbti ettt e | teensentens e 8,408,326
12,5 OtNEr INVESIEA SSELS. ... ...ttt ettt e e s e s s s s et en s s s s s s s sn st se st st sesssssesesssesesesasesns | soreessisssseessssesees 7,469,645 | ....cooveverene 1,403,131
12.6 Net gains or (losses) on cash, cash equivalents and short-term iNVESIMENS............c.ccecveveieeiieeieeeseee s | et 9,691 | oo 10,207
12.7 MiISCEIANEOUS PrOCEEAS.........ocveieircrecieiietise ittt sttt bbb s b st s st s s st en s bensesansns | ssbessesssessessnsnes 5445435 | .o, 12,059,204
12.8 Total investment proceeds (Lines 12.1 to 12.7).. 8,023,776,230 5,447,454,734
13.  Cost of investments acquired (long-term only):
1301 BONGS ..ttt Rttt entennnns | seesiestentenens 7,143,106,196 | ...oovvrennnne 5,248,105,260
132 SHOCKS. 1.ueeueiti ettt s bR ARt | sebset et 808,657,293 | ...cooovverrirnns 237,131,365
13,3 MOMGAGE I0NS. ...ttt 8 e s et eenesns | sesebaeeessetee e sn e e et st antes et | Sretensesietne et nr ettt
1314 REAIESIALE. ...ttt | sebsee et 4,186,672 | .oovvvecinnns 12,668,441
13.5 Other invested assets 41,605,888 .35,939,401
13.6  MiSCEIANEOUS PPIICALIONS. .......cvuivviciiiiictiieiieisi sttt bbb s st st es s nts | sbantesssssnsasnssnsansns 875448 | .o, 25,482
13.7 Total investments acquired (LINES 13.110 13.68)......cviuirriieeicietesceiceee ettt ssenaes | ersssesissassenes 7,998,431497 | ..o 5,533,869,949
14.  Netincrease (decrease) in contract 10aNS and PrEMIUM NOES..........euiurieriiiriieieirieieis ettt sssenses | sresesassesssessesssessessessssassess | sessssessessstessesssessesssssssessesns
15.  Net cash from investments (Line 12.8 minus LiN€S 13.7 MINUS LINE 14).......c.cuiveeieuiieicereieice et sstesesssnaes | eeveseessssseessaes 25,344,733 | oo (86,415,215)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16. Cash provided (applied):
16.1 SUIPIUS NOLES, CAPIAI NOTES. ... eeceererririeeiice ettt bs s et sf st st stensenes | nebsnesessestees e ssessess st esssnsentes | fretssssnssessansseanessessestentnennens
16.2 Capital and paid in surplus, less treasury stock
16.3 Borrowed funds (36,624,761)
16.4 Net deposits on deposit-type contracts and other iNSUrANCE IADINIHIES. ..........coveucveveiieiiceece e | v bbb ssness | eresesssssbeses s s e ssssebessssnaebenes
16.5  DiVIENAS 10 STOCKNOIAETS.........eeveeeceeeeieiie ittt ettt s bbb st sens | nebseesessenb e s e b s essen s st st nsenies | febssesessestessse e ssessent st eees
16.6  Other cash provided (APPHEA)..........cceuiireieiierece ettt bbb bbb s s b s ssaesanas | sreteresinaesesnserens (1,473,120) | oo, (48,203,764)
17. Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Ling 16.6).........cccccoeverveeirens | coreeriiiierinnans 113,881,539 | .o (84,828,525)
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Ling 15 plus LiNe 17).......coevvereereereennes | covvereersieinnns (88,207,129) | ...cvvveererrrnae 53,556,171
19. Cash, cash equivalents and short-term investments:
191 BEGINNING O YBAI ..ottt ettt bbb a e as st s st s s b es b s sassansanas | suessssssessesaneas 514,868,735 | ..ovevevirerann 461,312,564
19.2 End of year (LiNe 18 PIUS LINE 19.1).....c. vttt ettt ess s ssessessassnssnss | sonssessassnsssnsans 426,661,605 | ...coovvvvrrrnne. 514,868,735
|Note: Supplemental disclosures of cash flow information for non-cash transactions: | ‘
20,0007 et ettt ettt RS e SR E R f oA E R f Rt RS R R e R e AR R R AR Rt Rt R R Rt R R et st en s st st st s | Heehteestens s st s st st ent st ens | ebtest st sttt s




Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCH|GAN MUTUAL INSURANCE COMPANY

AE\IALYSIS 02F OPERA'I;IONS BY I;INES OF BSUSINESS 6

7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVIII XIX Other Other
Total and Medical) Supplement Only Only Benefits Plans Medicare Medicaid Health Non-Health
1. NEt PrEMIUM INCOME......cvucveerrriririeiiessssi sttt sttt ssessnsnsns | esssnens 6,572,304,337 |......... 4,279,310,690 300,378,444 97,111,680 17,197,626 404,182,639 |......... 1,126,944,123 347,179,135
2. Change in unearned premium reserves and reserve for rate credit...........ccocveeveeeeereenes | covvvenienne 77,367,755 |.ooerrnne. 70,925,284 |................ 2,199,365 2,285,044 316,665 |....cccoevnee. 1,886,643 |....cccovevene (245,246)
3. Fee-for-service (net of §.......... 0 medical expenses)....
4. Risk revenue
5. Aggregate write-ins for other health care related revenues.............cccoevveeveviiereneeienens [ eerieennnnn 38,756,233 | o 33,746,148 |................ 4,169,216 | ..ccovrereinne T18,717 | 122,152 | oo [0 TR 0
6.  Aggregate write-ins for other non-health care related revenues.............cccevceerieiesieiiens | conesrieisissieisissieneenec v 2.0, SO PR .0, SO IR D00, S IR 200, ST IS 200, ST IO XXX
7. Total revenues (LINES 110 B)........ccuueercieieeieieieiieetee et sesssssensnses | sesaenes 6,688,428,325 | ......... 4,383,982,122 | ........... 306,747,025 | ............ 100,115,441 | .............. 17,636,443 | ............ 406,069,282 | ......... 1,126,698,877 | c.oovvoerereriererrans [V I 347,179,135 | v 0
8. Hospital/medical BENELS...........c.ccvivireieiceee e | enaenea 4,745,688,693 |......... 2,951,051,603 |............ 457,710,648 | = oo | 7 e | e 282,482,910 |............ 897,060,070 | ...eoeveereereeeeiereeeeiens | e 157,383,462 |........... 0.0 S
9. Other profeSSioNal SEIVICES...........c.cviveiciieeie ettt | evaesaeaans 100,168,341 |....cooevevneee. TT1,086 | ..ooveeeceeeieeieieeeies | eeveeiriienans 79,881,214 |.............. 13,347,972 | .o 2,851,505 |..ccoovrernes 3,316,564 | ..o | s | e, ) 0.0, S
10, OULSIAE TEIEITAIS.......cerieecicie ettt esssstesse s sssssssssessessssssnssnns | sesnessessnssssssessnssensnens0 | = svrseeseessssesssssssssessns | sssessssssssessssssssssssessanes | sesessassssssessessansessessosss | sesessesssssssssessasssnssnssnsss | sessssessasssssessessosssssnsss | stssssessessassnssessessassnsss | stesssssessassasssessessassansss | stessssssessmssassnssessessansne | soessessnns .0 S
11, Emergency room @nd OUL-0f-ArEa..........ouruierrerurrrnernriresiseseseesssnsssssssesssssssesssssssssessnnens | sesssssessmssssssessnsensnens0 | = svrneeseessssessssssnssnssns | sssesssssssssessesssssssssessanes | sesessessssssnssessansnssessasss | sesessessssssssessasssnssnssnsss | sessssessasssssnssassessssnsss | sessssessmssasssssnssessasssnsss | stessssssessessssssnssessassansss | ssessssssessmssessnssessessansne | soessessnns XXX
12, Prescription Arugs........cceeeveeunineennisensisseeenssseenessesssessessssssseessssssessesssssssessesssenss | eoneenenerni 906,401,142 110000 873,233,893 | = oo | = v | 7 e [ eonenennennnnn 30,702,739 | i 78,241,928 | s | ceenn.04,222,582 | XXX,
13.  Aggregate write-ins for other hospital and MEdICal.............cccoceeverrerererieieseeeseeseenees [ eesresesieseeseesiereens e [0 RO 0 [ 0 | 0 |0 [ {1} SUUUUUURUSUORISRSRIRIRON | I DUUURRTORORORSRURRRRORORN | N ISR XXX,
14. Incentive pool, withhold adjustments and bonus amounts.............cccceevevevevccnccveinveieins | e 47,862,701 oo 39,596,615 [ ..viviiiiiicieiiiiieiiinies e | oeerensierenisesensereninees | eeereresiseresesiesenssesenenns | areeeresssenes 8,266,086 | ......ccovirireiieiiiieen | ereeeiereneenineereeneiens | cerenienas XXX,
15, SUbLOtAl (LINES 810 14). ..ottt | srsiaess 5,800,120,877 | ......... 3,664,653,197 | ............ 457,710,648 | .............. 79,881,214 | .............. 13,347,972 | ... 376,037,154 | ........... 986,884,648 | ....coooverieireraan 0] e, 221,606,044 |.......... XXX oo
16, NEt rEINSUTANCE FECOVETIES.......cucvvieiteriieieeie ettt
17.  Total hospital and medical (Lines 15 minus 16)...
18.  Non-health claims (net)
19. Claims adjustment expenses including $.....141,205,542 cost containment expenses....... | ............ 345,801,058 |............ 280,990,198 |.............. 18,448,143 648,419 |.............. 11,684,215 |............. 28,634,900 | ..oeeviveeeereeeeeeeeens | e 2,709,644
20.  General administrative BXPENSES...........ccovuiveeiiriieeieiireseies st s ssssesas | sesessssanes 863,414,343 |............ 701,591,170 |.............. 46,062,297 1,619,006 |.............. 29,173,764 |.............. 71,497,130 6,765,582
21. Increase in reserves for accident and health contracts.... (52,948,727) | ............. (62,167,707) | .............. 11,275,753 |...coceeeveeeen(1,955,708) | oo (101,087) | = cooeeeeeeeericieiees | = et | creeissese s sessesieseess | seesessssesses s ssaenes
22. Increase in reserve for life CONraCES...........ccevevieeeerieevcseeceee s | eeerssessssnensnsneeenld | oeriinns D09, T P XXX 0.9, T P 0.0, T P 0.0 ST PR .0 S PR XX,
23.  Total underwriting deductions (LINES 17 10 22).........cccvvumrmrereenisrinrireiessssssssessssssssssssssens | sevsessnd 6,956,387,551 | ......... 4,585,066,858 | ............ 533,496,841 | .............. 87,316,441 | ..ooec.... 15,514,330 | .covvrrnnns 416,895,133 | ......... 1,087,016,678 | ..o (V1 231,081,270
24.  Net underwriting gain or (loss) (Line 7 minus Line 23) (267,959,226) (201,084,736) (226,749,816) 12,799,000 2,122,113 (10,825,851) 116,097,865
DETAILS OF WRITE-INS
0501 4,169,216 | .eveveereeeeee 718,717 | iiieeeeeee 122152 | ettt | evteieisstesisssesiesissies | cestesssesessessssssssesssssns | sessessesssessessssssesssssessans | sessesannes XXX oo

0502.
0503.
. Summary of remaining write-ins for Line 5 from overflow page

0598
0599

. Total (Lines 0501 thru 0503 plus 0598) (Line 5 above)..

0601. ......
0602. ......

0603.
. Summary of remaining write-ins for Line 6 from overflow page....

0698
0699

. Total (Lines 0601 thru 0603 plus 0698) (Line 6 above)..

1301. ..

1302 ...

1303.
. Summary of remaining write-ins for Line 13 from overflow page

1398
1399

. Total (Lines 1301 thru 1303 plus 1398) (Line 13 above)




Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT
PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)
Comprehensive (hospital and medical) 4,279,310,690 4,279,310,690
METICAIE SUPPIEIMENL........co.ouiieiiiiitcicte ettt ssets saebsstess et e b s bbb s s s s s s s b s bbb st bbb b2 s s s 28412 E s s s b s s 2o s s s s b8 b et e s bbb b s s s s s e b b st bbb s bt en s s n s nsenss | ebsesntensesebnses st ansns 300,378,444 | ..ot | et | seresses e baes 300,378,444
DIBNEAI ONIY....veeovereeeareseeeeeees sttt ees st s e £48seeR s8R R 8RR R R een | Hereet ettt 97,111,880 | oevercercrrieeeiseeiseeiseesessseesssnsins | seesseees ettt | srteess sttt 97,111,680
10T OO TSP OI OO TPRRR 17,197,626 | ..ot iessesssssseess | sreessssssssssssssssessssesssssssssessessssssssessenes | stsessessesssssssessssssssnssnses 17,197,626
Federal eMployees NEAIN DENEAILS PIAN...........ccciviiieiciiiiie ettt ettt s b e e se s s s st s s bbb s b s s s st s s st teb e b e s s s sse b s e st st st es e s s bensesans | avessansssessesansantes e bneenes 404,182,639 | ....eveeecreiieescte et | e | ereereses e 404,182,639
THE XVIIT = IMBAICATE........veeeevesceisriseeisi s sisiee eessseees s as s s RS8R R84t | eeb s s bbbt 1,126,944,123 | oo | erieseses s nees | e 1,126,944,123
THIE XIX = MEAICAIA. ... vvvovevecevseniseeise i esi s enes seeesseess e es s s8££ 8 £ 8888814 R 048R E R4 8RR £k R R i | 40041 eE AR SR E RS AR R b RS R bbb ees | HEse e R bR Rttt | et bRt | et R 0
OBNEI NEAIN. ...ttt S4bsees s s bR R £ 48R 8R4 R R R | et BA7,179,135 | e snnnis | senessene st | ebtens e 347,179,135
Health SUDLOtAI (LINES 1 ThTOUGN 8).......cuciuiuieiiieiiisit ettt tieiiit etetstett et sttt ettt sssess e s st ee et st es e st eesessee et ess s s et es et et et s st et ees s s e et st s et en st bt es s b st et ns et et ent ettt ensesset st ssensetantanss | ebsessssessessstansesntntanas 6,572,304,337 | ..coooeeveeereeeeeeeeeeeee e 0 [ oo {0 IO 6,572,304,337
R O P OO OT OO TR 0
PrOPEIY/CASUAIY........c.vveereeeiseiisirie ettt sstres ssessessasssesessessesssess s ses s s s s £ eesee R 8o e 8 e S e s eSS E eS8 8 8 o0 s e 8 Re e R 42882840 SRR eR SRS AR e £ e SRR e e R e R R R AR R ee s s enEenseessessessentne | 1eEtestesEiesiestastinsiestestossisssessentansnsests | SEensirsiestersarsestessastnsestantansanssestentanes | eriestensantsrssestanssnssestentensaessensentensnsans | antsesesestensanssessensantans s st st s st 0
TOLAIS (LINES 940 T1)...veroeeeuressieresesesseesesereeesessserese s est s foesseees s m e R0 R0 EEEEEEEEEE L E AR AR LRttt | crtbsnnt sttt 6,572,304,337 | ... 0 | e {0 RO 6,572,304,337




Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCH|GAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health
1. Payments during the year;

11 DIFECE ettt ettt | sernriens 5,762,744,247 |........ 3,636,126,340 |............. 462,366,697 |......ccce.... 80,974,947 |....ccoeenne. 13,649,730 |.covrrennns 378,650,905 |............. 966,852,659 | ....cveveirieirererienineies | ceeerienis 224,122,989 |..oooerirerieeierenieia
1.2 REINSUrANCE @SSUME.........crvieireirieiieietisiesessssssesesssssssesssssssessessssessesssssssans | sssessssessesssssssessessssenns 0 [ ereirereirrreensrenenes [ ssssssesseses | ssssesessssesesssessesesssans | sesesessssesessssessesesestens | stesesestesesetessessessssastens | sesnsestesesantessessstensessess | estensessesnsenses et antessesante | estessesietentes et st s e s tante | essessesans st st s s tenee
1.3 REINSUFANCE CEABM. ..ottt ssenss | sbsessssessesssssstes e snsenes 0

T INEL et | ciiennis 5,762,744,247 |.......... 3,636,126,340 13,649,730 | .o 378,650,905 |............. 966,852,659 | ....ooverrirrirniiniins 0 X
2. Paid medical incentive pools and DONUSES...........c.ccuevuevcveiecieeiiisieiceese e | ere s 48,042,496 |............... 48,457,053 [ .ooeeiceteieeeeieeeeteennes | ereeretesse s eseseasssnaes | seeresss it eees st seneees | nereresereses s tssessetesennas | cerereneensenns 1,585,443 | oot | e | sreree st
3. Claim liability December 31, current year from Part 2A:

311 DHFECE. ..ottt

3.2 Reinsurance assumed
3.3 Reinsurance ceded
B NBL e

4. Claim reserve December 31, current year from Part 2D:
A DIFECE. ..ottt | sebe bbbt 0 ettt | sttt ees | fhebi st b ettt niens | eebeet b et b et n bbb es | sebiets e bbbt st ti s | rebiees et bbb n bbb aeens | Hiees st e s sttt en st ees | Shieesent st bbbttt | sebeb ettt

5. Accrued medical incentive pools and bonuses, current year...........c.cocoevereereennn. reerennnnnni29,502,192 | 22,821,549
6. Net healthcare receivables (a)..... .(12,793,794) | ..
7. Amounts recoverable from reinsurers December 31, CUTENt Year..........coccvvvereernees [cermermenenerniinninrineinnd [
8. Claim liability December 31, prior year from Part 2A:
8.1 DIFECE ..ot | et 604,668,496 |............. 359,699,143 |....coovennee 72,661,914 | ..o 4.816,732 | ..o 1,014,265 |.....cccccoenee 34,803,173 |...ccco. 110,062,724 | ..o | e 21,610,545 | ..o

9. Claim reserve December 31, prior year from Part 2D:
0.1 DIFBCE. ..ottt
9.2 REINSUraNCE @SSUMEM..........cucvureerieiieieciiiesseie st

9.3 ReINSUraNCe CEURG. ..ot nees

94 NEL..ieeece s
10. Accrued medical incentive pools and bonuses, prior Year...........ccovveeereerieerennns
11. Amounts recoverable from reinsurers December 31, Prior YEar.........c.oveveeeveeriees | ovrereresiersrsssiesienend 0 | oiiiieiieiiieeeseieienes | creereresesessesereseseresenes | sereressssresessesesssssesensens | seeressssesesssesesesseressssnses | sreresisistesesseresssssesssesens | neresesseresssesesssssessneress | srereseresssasteresnsesssanterans | teresisrerenseresssisserenererenns | sreseresssisseressteressnaesanans
12. Incurred benefits:

12,1 DIFECL..ouveeeeeiceieeieeieteeient it sss sttt ssssssssssssssssssnssnssnns | seenenennn D, 192,258,176 1 ..........3,616,790,495 |............457,710,648 |..............79,881,215 |.............. 13,347,973 |............376,037,154 |............. 986,884,648 | .....cccovvrriirnririinns 0

12.2 ReiNSUranCe aSSUMEM.........c.uueeerneineeereerneineieessinsiseenenssssssisenesssssssssensesins | vsssnessesnsssssnenessessesQ | enenmninsinenesissnnsnnennni0 [ e [0 |0 {0 [ (0 OO 0

12.3 ReINSUrANCE CEUEM.........euureeeiririeeie sttt [T | I [T {01 {0 0 [0 [0 [ [0 [0 0

124 NBL...ce ettt | e 5,752,258,176 |.......... 3,616,790,495 |........... 457,710,648 |...ccoenen. 79,881,215 | i, 13,347,973 | oo 376,037,154 |..oovnnn 986,884,648 | ....ooioeieieriinis 0 | 221,606,045 | ..o 0
13. Incurred medical incentive pools and BONUSES...........c..cicieriiieiciiieseiecieseserens | cerecissienea 47,862,701 |.............. 39,596,615 |...cccovvrvrerrerinnnad {0 {0 R [0 R [ 1 - 8,266,086 |.......ccoovrvrrrirerrnnn (O (R O 0

(a) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

2

3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XVIII XIX Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health

. Reported

in process of adjustment:

1.1 Direct

31
3.2
33
34

. Incurred but unreported:
2.1 Direct

. Amounts withheld from paid claims and capitations:
Direct

................... 3,723,000

................... 7,094,709

25,094,713
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6

During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 + 3) Prior Year
1. Comprehensive (hospital @aNd MEICAI).............ccevueiuiveieisece sttt ensns | ssbssssessesten s sseseeneas 322,096,285 |.......cccoevrrrrinn. 3,376,205,345 |.....coeverrereierierine 1,268,972 | .ooovvireeeerierin. 326,300,531 |.coooverererreieins 323,365,257 |.covvvereierireieis 359,699,143
2. MEAICArE SUPPIBMENL........ocovucveeieiictcie ettt bbb bbbt bbb bbb s bbb s bbbttt s b bbb estas | enbassssssessestassesaestans 57,092,746 |..ocvvrrrrerererrnn. 405,273,952 | .oooeverrereierereeseiennns 541,816 | .o 67,464,049 |...cooevvvirererree, 57,634,562 |...cooveoverereririrei. 72,661,914
3. DBNEAL ONIY...o.veoeeceecv ettt e s e et e sttt Attt et b e sttt s e s st et sents | essstansaeseestent st seeneas 4,381,106 | ...ocvoreeeeerrierennnns 76,593,840 | ..ooovvreerererereeie e 289,422 | ..o 3,433,578 | .o 4,670,528 | ..o 4,816,732
B VISION ONIY..ovoeeececeeite ettt et s s s st a s e s st st st en st s s s st s s s st s s saessens s sanssessssans e ssensansnsansanns | svtensensaestessstnsaesenstansan 824,338 | ..o 12,825,392 | ..oocvereeeeieee e 41,566 | .o 670,942 | .o 865,904 | ..ooveeeeeerereeieeieinns 1,014,265
5. Federal employees health DENEFILS PIAN.........ccovieiirieirinise sttt nsas | sbentsnssessensensnssesseneas 33,922,489 |..ovvvrrrreeieriene 344,728,416 | ..o 202,608 |...ooveererirrieiinnieinns 31,986,813 | ..o 34,125,097 |..ovvvverererreeins 34,803,173
B, THIE XVIII = MEAICAE. ......vvverieisieissisise sttt sttt s s st s s | shnbanssessentens e ssnsteneas 84,347,101 | oo 882,505,558 | ....cvererrreierierinieiieinas 435,632 | .o 129,659,081 | ..ovevverererirrireins 84,782,733 | ..o 110,062,724
7o THIE XIX = MEAICAIA. .......coocveievecieieitee sttt b st s s bbb s s s s bbb st en b b sess | H4bbenssssse st esses b s se s s st es s e ssessensnbas | Hiessssasssessessasbses e st esses s e ssessesbansas | Hrebsessssansestessen s e bsesses bbb stentas | Hesiestentass e s s es st s e st st b estentas | eesiesaestestes st es bt en st baenaa 0 [ s
8. OHNEI NBAIN........cece ettt bbb bbbt ettt b enta | drstintansiest et seenaas 12,047,445 | ..o, 212,075,524 | ..o 693,619 | oo 18,400,002 |....ocoevrerererireiaas 12,741,064 | ..o 21,610,546
9. Health SUDOAl (LINES 110 8).....uvuieeceecieieeeeciee ettt sttt et s bttt bbbt st s ssesses s sanssns | oessssssstsssassssstansanees 514,711,510 | oo 5,310,208,027 | ...oovevrerererrranns 3,473,635 | .o 577,914,996 |...cocovrevvrrerrae. 518,185,145 | ....ccooeverrereran, 604,668,497
10, HEAINCArE FECEIVADIES ().....vvuveureureriereeiseiieieete ettt sttt s8££ f s s ek E ekt es b s sans | 2eseesessensant e s sessen s s b e ssessensnssessenss | shssssessnssantsnesessestanens 49,381,496 | ..o iessenes | ettt entnes | saresest sttt ettt 0 [ e
TR O Yoo 4 VT T O PO OO OO PO OT PPOP OO L0 S
12.  Medical incentive pools and BONUS @MOUNLS............cccciieiiiiicieiiceic et bbb s bbb ss s s st sessesesns | sreressssstessssaesssntesans 26,879,245 | ..o 21,163,251 | oo | e 29,502,192 | ..o 26,879,245 |...ocooovereieein 29,681,987
13, TOtAlS (LINES 9 = 10 + 11+ 12) ittt sttt sttt sttt s et es st es st s sttt s bt s ettt s st sttt en st s st ntenes | estessssssssessansansanses 541,590,755 | .coovvreiiereria, 5,281,989,782 | ..cooovvevererersieie 3,473,635 | .o 607,417,188 | ..o, 545,064,390 | ..o, 634,350,484
(@) Excludes§$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
L PHIOT ettt R bR b AR A AR R A ettt bttt e s s stntas | Hhesisbiesies ettt ees 564,783 | oo 557,897 | oo 559,310 [ .o 559,753 | oo 559,753
2. ..5,786,618 |.. ...6,326,496 | ... 6,327,344 | ... ..6,324,638 |.... 16,322,990
B 2070, ettt bbbttt bbbt en st s bt sse st st sanssessestnssestestenseesnssentes | srenseessessensensesses s XK Kure e stes st ssententaes | nesseststees st st es st baen e 5,304,211 | oo 5,777,089 | oo A £ T 5,774,721
B 20T ettt a st s sttt st en s saesssssnsesaessenssssessssssnsnsesssnssnssessesanns | sersenssssessenseesess s XK orreessertessesseessessanes | sereestesssseessenseenes D0 O ST O 5,136,684 | .eoceeeeeeeeeee e 5,648,476 | ..o 5,644,135
L 2RO USURRRTRSURRU BUUUURURURRRRRURTTD. 0.0, USROS DO D0, GO DR D0 O SO 5,032,218 | oo 5,582,253
[T 1< T OO USSR [RSURSRURSRITTND 0, . GRS (RSO D0, S [ DS S [ D S [ 5,281,990
SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
1. 611,437 | .. ..560,161 560,187 |... 559,753 |.... ....559,754
2. 2009......e ettt ettt R et e A eSS e s s A s e st s s R s s At st s e st e see s s st s tan s stensnsnseesaessansensaens | sriessessessssaessantnsnseeseensnteeed 6,434,851 | oo 6,365,387 | ..oooveeverieeeeeee e 6,330,303 | ..o 6,324,645 | ..o 6,322,991
3 200, it R RS e ARttt n et ntes | srestensesesten e saees XXX eveierieriresiesiesinnns | eressesssssesssssssessssesssssessens 5,895,630 | .ovvvveierierireierene s 5,801,330 | cvvverererirereiesese s BTTT,351 | o 5,774,726
A, 201 et RSttt ens | essentesen st et nes ) 0,9 GOSN DR XXX otrievirereississnienns | v ssessnes 5,685,924 | ..o 5,653,471 | o 5,644,612
B 2012 R RS R e SR R iRttt n bt ntes | srestenses st en s raees D 0,0 GO DT )0, GO DR XXX vt | v sessines 5,661,393 | ..o 5,585,243
B. 2003 ittt bt bt h st R ettt E et ARk e AR ee ekt e bt b sttt st st st nsensentantaenens | entstssessiententneas D8, SN [ 0,0 CORNIRY [RNRRRORION DS SR [ XXX oiererssissiesiisnes | cvsiesesisssss s siessss s seesssnaaees 5,889,407
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Cal. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)
6,322,991 289,401 | ..o L 6,612,391 6,612,391
5,774,721 252,174 | oo 4.4 6,026,894 6,026,901
5,644,133 | .o, 307,405 | .o L N 5,951,538 | .overeererereereiesenins 931 | e L 2 5,951,724 | ..o 93.1
5,582,253 | .oviviiiriieierinn, 344,851 | .o (52 N 5,927,105 | .oooereeeeereeeeienis 92.9 | oo 3,304 | e 429 | o 5,930,838 | ..oovvverrerereierniens 93.0
5,281,990 | .o, 332,184 | e (K [ 5614174 | oo 844 | e, 607,417 | .o, 78,890 | ..oovoviirircriniaa 6,300,480 | ...oovooreiieirersiieiae 94.7




NHCL

Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
I 1o OO OO SO ISP OO PO O TR POTTTROTO 336,976 | oo 335,072 | oo 338,204 | oo 338,531 | oo 338,531
2. 20090t R SRRt ntes | eebnbn et 3,921,109 | oo 4,245,230 | ..o 4,245,056 | ..o 4,245,991 | oo 4,246,467
T OO PSTSUSPRTI BRSSP XXX vtrvieireereeneensenns | eereereesnsensessssenssessssessnsens 3,660,743 | .o 3,959,264 | ..o 3,958,207 | coovvoreeeeieeeeeeeeee e 3,958,222
L B OO OO OO OO PO ST POPPUOPPUPUPPRR EOPTOTPPPOURTOTRPOT D0, ORI IRPRPIRRON XXX eeterieirneineineenninee | e 3453167 | oo 3,767,268 | .o 3,765,075
5. 3,326,667 | oo 3,675,761
6. ...3,347,987
SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
e PO et f RS SEER £t bensens | Sesenb bbb 366,534 | ..o 336,802 | oo 339,041 | oo 338,531 | oo 338,532
2. 2009 ...ttt E RS R RS R R R R E e R e R Rttt n st entes | eebestnsess st sttt 4,305,379 | oo 4,267,555 | oo L ¥ (< T 4,245,995 | ..o 4,246,468
3 200ttt E SRR E SRR E R E RS E R E AR E bR R bbbttt enies | Hrestenteneeniene e XXXt teeieineieesennsiee | eereeresiseineseessess et 4,044,093 | ..o 3,973,253 | oo 3,958,285 | ..o 3,958,224
4. 3,774,158 3,769,459 3,765,097
5. 3,713,775 ...3,677,005
B, 203ttt E SRR LR bbbttt nn st enentnnnns | srsnsnensensnnssnnenen KR enenennsnesnnnnsensnnines | enesenensnsnnssesne KKK urrsersnesnenenssnsnnsnees | snenennennenssnsnennen s KKK erserenesnenensenensnnnes | seseenenenssnssensn s XK 0Kenensenssnisensesnennine 3,703,790
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2009 | e 4,809,234 | .oooveeeeis 4,248,467 | oo 194,549 | oo 46 | oo 441,016 | oo 02.3 s [ e | e 4,441,016
2. 20710. | e 4,592,350 03,958,222 | 172,582 | oo A4 | s 4,130,804 | o899 [ 2 OSSOSO ISP 4,130,806
3. 4,422,943 ..3,765,073 ..204,854 ....3,969,927 9 .3,970,016
4 2012 | et 4,349,821 3,675,761 227,059 | o802 | s 3,902,820 | .veeverrrerrerrireerneeneeeBOT | e 1188 [ oo 154 | 3,904,162
B 2013 e | s 4,350,236 | .ovooreirieininis 3,347,987 | oo 210,558 | .o 8.3 | s 3,558,545 | ..o 818 | 355,802 | oo 46,211 | oo 3,960,558
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
S 1 OO OO O PSP U SO LSOO OP TP 55,349 | ..o 56,585 | ..ot 56,770 | vereerevreereeereeeeeeieeeseee e 56,9071 | .o 56,901
2. 20090t f bR RSttt | enieni bbb 363,152 | oo 410,835 | oovoeeerceeene 11,455 | o A11,842 | e 411,879
T OO PSTSUSPRTI BRSSP XXX tteveneireereennninnees | seeveeeessensessessssesessesssesssnenees 379,129 | o 429,432 | oo 429,786 | oo 430,070
L B OO OO OO OO PO ST POPPUOPPUPUPPRR EOPTOTPPPOURTOTRPOT ) 0,9, ORI IR XXX otteriniineieiennnines | e 396,904 | ..o 447,059 | ..o 448,048
5. 403,231 | v 458,814
6. .405,274
SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
L 1 OO OSSOSO O SOl IOV POPOTRPTROROTOOR 59,286 | ..o 57,105 | oo 56,803 | oo 56,9071 | ooovoieieeerieeree s 56,901
2. 2009 419,915 413,996 412,045 A11,642 | e 411,879
3 429,786 | ..o 430,070
4. 447,721 448,072
5. 475,231 ..459,332
B, 203ttt E SRR LR bbbttt nn st enentnnnns | srsnsnensensnnssnnenen KR enenennsnesnnnnsensnnines | enesenensnsnnssesne KKK urrsersnesnenenssnsnnsnees | snenennennenssnsnennen s KKK erserenesnenensenensnnnes | seseenenenssnssensn s XK 0Kenensenssnisensesnennine 472,738
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 265,543 | oo 411,879 | o 18,828 | v A6 | s 430,707 | cooeveeeiiernrieiieeenenn T62.2 | e [ ettt sessensnes | eresseeies s 430,707
2. 277,850 449,032 ....449,032
3. 290,019 ...472,538 472,565
4, 305,226 487,171 ...487,756
5. 302,578 430,762 | oo 1424 | 87,464 | 8,762 | s 506,988
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - DENTAL ONLY

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

3
2011

............................................... 4,009

SECTION B - INCURRED HEALTH CLAIMS - DENTAL ONLY

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 1 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
e PHIOT et R £ R b bbb ens | HebieE e bbb 3,982 | oo 4,009 [ oo 4,009 | oo 4014 | e 4,014
2. 2009 71,085 72,454 72,263 72,303 72,306
3
4.
5.
6.

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - DENTAL ONLY

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

S e < N

.................................... 4.6
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - VISION ONLY

Year in Which Losses

Were Incurred

Cumulative Net Amounts Paid

SECTION B - INCURRED HEALTH CLAIMS - VISION ONLY

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

Year in Which Losses 1 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
e PO ettt f SRR SRR E bbb st ns | ebeb R bbb F £ OO 759 | oot TB0 | oo T80 | oo 760
2. 2009 12,940 13,221 13,221 13,221 13,221
3
4.
5.
6.
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - VISION ONLY
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1.0 2009 | evvennenensnnnnennenns 18,278 | vviveiieiiererneieneenn 13,221 |00 806 | e 4.6

S e < N




34°C1

Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Cumulative Net Amounts Paid
Year in Which Losses 1 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
S 1o OO OO UE SO SO O OO OPT ORI 35,780 [ et 35,727 | oo 35,907 | oo 35,956 | ..o 35,956
2. 2009t RS S R R R E RSttt | enienb e 284,297 | oo 314,625 | oo 314,556 | oo 314,576 | oo 314,540
T OO PSTSUSPRTI BRSSP XXX tteveneireereennninnees | seeveeeessensessessssesessesssesssnenees 311,918 | e 337,150 | e 336,885 | vt 336,882
L B OO OO OO OO PO ST POPPUOPPUPUPPRR EOPTOTPPPOURTOTRPOT D0, ORI IRPRPIRRON XXX otteriniineieiennnines | e 318,132 | o 350,393 | .o 350,448
LS 72O PUSTTRPPRTR ) 0.0, SO DR )00 SO DRSS XXXrrtrireiinernsinninssns | vevessessnsssessssssssesssesssssessens 316,140 | oo 350,045
B 2013ttt eE et EfeEE R REEE R R E LR LR AL 4EESLE A LEE LA 4LE R £E LA SLE LA £EESEE LR AR LE A A RS E R E etk en st | Hrentent et nentent st D0, RO (RO XXXeeieirernsneneennsnenes | eenessessessssnesenas XXXt | onesenessessnssnsssens XXXeeiereseenmisnrnsninnnes | seeeesseessneses s 344,728
SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
L 1 OO OO OO O SOl IOV OO U PP 37,405 | oo 35,740 | oo 35914 | oo 35,956 | ..o 35,956
2. 200900t R SRR E RS RS £ R SRR s ARt tes st et nrentne | nessestentnti sttt en 322,331 | o 314,703 | oo 314,581 | oo KR (O 314,540
3 200ttt E SRR E SRR E R E RS E R E AR E bR R bbbttt enies | Hrestenteneeniene e XXXt iteeireineireennnineiee | eeeneeeessinsisees s ssessesenees 337,163 | e 337,357 | e 336,885 | ..t 336,885
A, 201 RSttt | enbeni b D0, CONRURROTRONTE IUVRPIORRRIOION XXX | e 349,344 | o 350,491 | oo 350,475
LS OO T PSPPSRV PUSTRPTR D 0., SO PRNRTRRN D0, O DR XXXt eteireinnerneinsinenns | eeeeeseesneseesess s 350,845 | ..o 350,217
B, 203ttt E £ E LR E SRR E bbb | frentene e ent et D, RO [RRORRIOON XXXoiierinirsninensnnnenns | oo XXX | rsnssessenenssnsseens XXX irirriseinenisinsninenns | seenersesne s sseees 376,715
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 348,123 | oo 314,540 | oo 14,387 | oo 46 | oo 328,928 328,928
2. 353,943 | oo 336,882 | coeoveeeeeeis 14,683 | oo A4 | s 351,565 351,569
3. 375,991 | i 350,448 | oo 19,094 | oo 54 | 369,541 369,572
4, 379,470 350,045 | oo 21,624 | oo 8.2 | oo 371,669 371,864
5. 406,069 344,728 366,408 402,549
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
I 1o OO OO SO ISP OO PO O TR POTTTROTO 101,777 | oo 95,536 | veurerrrereieeee et 93,450 | e 93,381 | oo 93,381
2. 20090t R SRRttt | enienbee et 933,720 | .o 1,052,512 | oo 1,052,721 | oo 1,048,836 | ..oocvereiicreireieiesnieis 1,046,505
T OO PSTSUSPRTI BRSSP XXX vteveneireereennninsines | seeneeeessensessesssesessesssesssnenees 637,135 | oo T17,896 | cooeoveeereeeeeeineieeseeeeseees T18,816 | oot 716,057
L B OO OO OO OO PO ST POPPUOPPUPUPPRR EOPTOTPPPOURTOTRPOT ) 0,9, ORI IR XXX etteriniineieeennnines | et 869,212 | oo 758,018 | oo 754,763
5. 686,259 | ..ovvrrreririeierreee s 780,536
6. ..882,506
SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIIl - MEDICARE
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
e PO et f RS SEER £t bensens | Sesenb bbb 113,159 [ e 95,536 | e 93,450 | oo 93,381 | o 93,381
2. 2009 ...ttt E SRR eSS R AR en ettt enres | eebestnsnss st sttt 1,076,848 | ..o 1,064,843 | oo 1,052,745 | oo O 1,046,505
3 718,866 | .ooevvvceeeeereeeieieeeeeeeieens 716,057
4. 759,114 | oo 755,167
5. L795176 | ..... ..780,567
B, 203ttt E AR RE bRttt enentnnens | srnnenensensensnnssne s XRenernrnsnnnennesenennenee | nnenenensnesnsnesne KKK urrnessnesnnsenenssnenens | aneneenensnennenennen o KKK ersersnnsesnennnsnnsnnnes |eeseenennnssnsnenenes s XK 0Kerensenssnesennnssnesnnnne | eeeniensssesens s 1,012,165
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIII - MEDICARE
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2009 | s 1,182,572 | oo 1,046,505 | ..ovovrrieieeieiins ATT14 | s 46 | oo 1,004,219 [ o925 [ | e nenes | e 1,094,219
2. 935,678 747,537 ....T47,538
3. 868,258 ...196,007 796,046 | ...
4, 885,837 828,776 ....829,230
B 2013 e | s 1,126,699 938,007 | .oovrninrnerirnrnnneenen83.3 | e 129,659 | i 16,840 | i 1,084,506
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred E 2010 2011 2012 2013
Lo PIIOT bbbttt | crenennnencens e O L M N | W s | e ns | ettt b s | Seseb bbb
2. 20090t S R RS E RS R R R E R RE R R R bbb n bt bt he | H4etbeb e R bR bR bbb R bbbt R e s ees | HeREeeb e R e bR bR et b e bRt nts | ShbeEb R R bR E bbbt n b s | £1eeb R Rttt ens | SeREe bR
T OO PSTSUSPRTI BRSSP XXX tieeeeieerrennsnnsinee | sevensesessssessssessseesassssssssssssessssssessessases | seseesssesessessasssessessassassasssessessentnsessests | £iestsesreessestene et es s et et s s s st et et sessens | HesEeeEeeE e s e e R ettt
L B OO OO OO OO PO ST POPPUOPPUPUPPRR EOPTOTPPPOURTOTRPOT D0, ORI IRPRPIRRON XXX teterieeneieinemesines | oeessisi ettt | eebeeb bbb | HEeth bbb
LS 72O PUSTTRPPRTR ) 0.0, SO DR )00 SO DRSS XXX ertevieereriesinsinesns | reesessessssssessssssssssssesssssssssessesssssssssnns | sessessasssssessassassssessessasssssessesssssessenes
B 2013ttt eE et EfeEE R REEE R R E LR LR AL 4EESLE A LEE LA 4LE R £E LA SLE LA £EESEE LR AR LE A A RS E R E etk en st | Hrentent et nentent st D0, RO (RO XXXeeieirernsneneennsnenes | eenessessessssnesenas XXXt | onesenessessnssnsssens XXX eeirensninenersneeninne | onessesse e st st
SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
e PO e bbbttt sntesenensenies | seseeeeenees [ R VI I ..............coooiiiici | et | £eeb bbbt ns | SeRE bRt
; ONE
3 Xottttieeeressetesusenees | netseeseteeee st eee et e s e st et s s E et et sesRe | SEseeseEeEeEieREee s R e R ee R s R AR R esEeeE e RseRRes | £1eREeeEeeE e RAeEEesE R s e R b b e R E s Rt bRt Rens | HeREeeE e bR R e ARt
4. ), RTNRIROUROITE FORURTIORRRIRION XXX tterieeinieieeenines | setsseei sttt | Sebesb bbb | HEetb bRt
LS OO SPE OO UUTSTPPSUTRPRTRRTUSTPURR PPVPIRSIURTRRPRTIRINY 0, 0, GESSTRTRRTERTRPRTOR PRV D0, O DR XXXt ettieereeneeineieene | reeseesnsensisess s ssess et s s sens | seetessese sttt
Lo T OO OO OO OO PO ST OO PO TP PO PO OO PO PO PO SO PO OO PP PP PO PP PPORPPPTUPTORVRRR FYTTRYRSIURTORTUPPIVRIDD 0,0, CYUPOURTORURPORPORURTOOR) FPPYRPORPPRPORO XXXoiierinirsninensnnnenns | oo XXX | rsnssessenenssnsseens XXX eririrsninensesninnines | o
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) - B (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. N .................................... 0.0 [ oo eessieienens | cereere st | estenses sttt [0 0.0
2. 0.0 | 0 000 | [ | 0| e 0.0
3o 20 e | s | e | e | oeesessesenees0:0 | w0 [ 000 | [ | eenen0. | 0.0
A 2012 | ettt ssessnens | srsessesssssessessessnssessssesssssess | sessessnssesessesssesssssessenssesseses | sessessessensnsssessessnnssessessess0:0 [ ronrinrneinsinnnessnnnneenn 0. | e 000 e | s | e | s 0.0
B 2073 e | e snentsnes | sensensssssennn st ssnsenssstsenes | censsnssnssnsenssnssenenssnssnssnsenss | nnnsensnssnssssssnsensseesenennss0e0 | sernnneeessnnensneenersensnensrsernens0 [ iernninennsnnesnnee 000 | i [ | o0 | s 0.0




l0ci

Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - OTHER

Cumulative Net Amounts Paid

Year in Which Losses 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
S 1o OO OO UE SO SO O OO OPT ORI 30,210 [ v 30,210 | oveeerereereereeeeeee et 30,210 | oveeeeeeereeereeee e 30,210 | o 30,210
2. 2009t RS S R R R E RSttt | enienb e 203,975 | oo 218,072 | oo 218,072 | oo 218,072 | oo 218,072
T OO PSTSUSPRTI BRSSP XXX vteveneireernennninsinee | seeveeeessensessessssesessesssessssenees 232,665 | .oovorereeneeeeeseeeeeeee e 245594 | ..o 245594 | ..o 245,594
L B OO OO OO OO PO ST POPPUOPPUPUPPRR EOPTOTPPPOURTOTRPOT ) 0,9, ORI IR XXX otteriniineieiennsines | et 228,699 | ..o 243,719 | oo 243,719
5. 211,189 | o 223,236
6. .212,076
SECTION B - INCURRED HEALTH CLAIMS - OTHER
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 2 3 4 5
Were Incurred 2009 2010 2011 2012 2013
L 1 OO OO OO O SOl IOV OO U PP 30,314 | oo 30,210 | v 30,210 | oveeereeeee e 30,210 | o 30,210
2. 2009 226,353 218,615 218,072 218,072 | ot 218,072
3 245594 | ..o 245,594
4. 244,404 243,719
5. 232,114 ..223,930
B, 203ttt E SRR LR bbbttt nn st enentnnnns | srsnsnensensnnssnnenen KR enenennsnesnnnnsensnnines | enesenensnsnnssesne KKK urrsersnesnenenssnsnnsnees | snenennennenssnsnennen s KKK erserenesnenensenensnnnes | seseenenenssnssensn s XK 0Kenensenssnisensesnennine 230,476
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 280,257 | coevereerireieisiininns 218,072 | oo 9,998 | .o 46 | oo 228,071 | coveveverreieiinrnninnnens8 T | e [ ennnns | st 228,071
2. 308,836 256,242 ....256,242
3. 339,608 ...256,939 256,939 | ...
4. 339,833 237,014 ...237,798
5. 347,179 225,409 | o849 | 18,400 [ 2,390 | 246,199
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCH|GAN MUTUAL INSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1 2 3 4 5 6 7 8 9
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVl XIX
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Other
1. Unearned premilm MESEIVES...........cueueveiverereisiseseisssessessessssesssssssesss s ssssns | evessssessesinsan 212,772,724 |.................. 174,237,994 | ...ocvvvrnne. 26,850,807 |...ccoverrrernne. 2,228,025 |...ovoevevirrrriennn 413,538 | .o 211,803 | .o 8,830,557 | .ouvueverieeetereeeieiseeteenneies | v
2. Additional poliCy rESEIVES (B).........rvurrreemerirririerisreriereseerisresssriseeseeesssees | coeessresseneons 249,651,778 |..coovvvrrvrrennnn 25,037,592 |..ccovrerrienns 224,066,226 | .....cocoorrrrreriinns BAT,960 | = oo | T e | T e | sresiessns st | e
3. Reserve for future contingent DENELS...........ocruririerrirnirierreeecssieesinnes | cereeessiseeseesssressssesessenen 0 | = s e | T eeessesesesseses s | T eesrssesessessesssssssssenes | T eviesessesssssesesssssssesinsins | T eveesessessesesesssssessesssseses | sreessssesesissessesessessesesessssns | sessessesessessesessesssssesssssssenes
4. Reserve for rate credits or experience rating refunds
(including §.......... 0) for INVeStMENt INCOME.........ccuuurvrmerererererisseeessenrieeeines | ceesresieeennes 172,622,043 |....ccooovvvvrnnee 167,287,927 | - oo | e 1,631,255 | .o 266,368 | ......ooerrrrerinn 1,448,197 | .o 1,988,296 | ..ouvvreeeeerirerrieseieeiineees | rseesieses s
5. Aggregate write-ins for other POliCY FESEIVES..........ccevievevvicreiriieesieeesieeins | e (O OO 0 oo 0 oo (L R (L OO (L RO (O OO (O OO 0
8. TOHAIS (GrOSS)...rveurerrerrereereeereireesneisiseessssssessesessessssssssessessssssssessesssssssssessanes | ressessssensssens 635,046,545 |......cocovenne 366,563,513 |..cvvvrerreren. 250,917,033 | .o 4,407,240 | .o 679,906 |...covvvrrerrienne 1,660,000 |...cooovveennee 10,818,853 | .o [0 R 0
7. ReINSUrANCe CURM..........ovuririiiiisrirerr s | sttt 0 i | erienieni s ens s eniens | s | sehesene st st st ne st seni s | hesene st sent st sttt sent st | sentent st sttt et et entes | shientiensenn s s enn s | cenhienhe e
8. Totals (net) (Page 3, LN 4)......ccccuvreerrirrirrirreinerissesineseseeriessssesissesens | coerisneseenenns 635,046,545 |......cccoveveen. 366,563,513 |..coovevrernnn 250,917,033 |.ovvoevrieriinn 4,407,240 | ..o 679,906 |...coovvrirrriins 1,660,000 |...coooevrercrenne 10,818,853 | ..ooveeerriereinerirriinens! (O RO 0
9. Present value of amounts not yet due 0N ClaiMS..........c.ovrrurircnrenrirnineinrnes | coreeeeerseeseesesresesseneiseeen 0 [ erorrereereereensinninensinsesseiees | seeeesnesnssssesssestesssssessessans | sessestessssssessessassssessestansns | eesssssessessastseestestesesnssesses | ressestessassesses st ensesestents | sressentsesessestensansestentantntns | seeeressestentantsessentant st nstente | shsessessentnsest st st entnen
10.  Reserve for future contingent BENEFits...........ccevirieiciiriecees s | e 0 | oo essesesienes | cererere e sstenens | sesesessese st es st essesintes | sebeesessesses st estes e teste s bsntens | sressessessstestessetestessebestensesse | essesesantesetastensesetensesesns | absesestessesietestes et en s s nesnnte | Sestesseserentes s st n st enees
11, Aggregate write-ing for Other Claim rESEIVES.........ccvvurieirrerereeeseseieienns [ erneerssssssssssssesesssssesesaas [0 [0 R [0 R {0 R {0 [0 {0 OO (O OO 0
12, TOHAIS (GOSS)..ceurerrererrerneerrereereernesseeseeseessssesee st ess s ssess s ssessenssssessenes | resseesessssnsssessessssssssessn (0 (0 (0 T (0 (0 O (0 O (0 O (0 O 0
13, ReINSUrANCE CEUEM..........oeuuiiii s esseneas | 0 e | o | s | seressne st | seene sttt sent st | sentens sttt et entes | ehiensienn s | cenninni s
14, Totals (NEt) (PAGE 3, LINE 7)....overereeeieeirrereieiesssissesssestssessssessesesssssssssessnns | cnsssessssssssssssnssessasssssessn [0 R [0 (O {0 R [0 R [0 [0 [0 TR 0
DETAILS OF WRITE-INS
0507, oottt | ehb et 0 | oo | et | et enstes | serese st | seei sttt | cestess ettt | erienes ettt enens | et
0502, o.vereeeereersee ettt | bttt 0 | ceorrerreereeereensreesrenenens | ereeesseesss st seesssessnestnnens | oeesssenssssesss s snestesssnnstes | seeessess st nest st esstns | sesssanest s nest et nest st ees | eessensseest e eest st stnns | eeseestees sttt enens | reess sttt
0503, ..ottt | Shbsne b 0 | ot eesieni s | ettt | ettt eente | seresi sttt | sesb sttt | cest ettt | Sheenet ettt enene | et
0598. Summary of remaining write-ins for Line 5 from overflow page...........cccocveveers | oeveveeveeeeisesiessisseesenad [0 TR [0 T [0 U [0 TR [0 TR [0 TR [0 TR [0 TR 0
0599. Totals (Lines 0501 thru 0503 plus 0598) (Line 5 above)
T10T.
T102. et | st 0 | e renienrnens | st | et enstes | seresiess sttt | sesss ettt | cessees sttt ens | srsenss et nass et nens | st
1103, bttt | ettt 0 | ceoreererieeseniseesienenens | st eess s eestenens | eees st eeste | seeesi st enes sttt | seets st s ettt ees | eestees st st st s | sheeest ettt enens | reese ettt
1198. Summary of remaining write-ins for Line 11 from overflow page...........ccceovves [ covvvervrennnneensniens [0 RN [0 T (O TR {1 R [0 R [0 TR [0 RN [0 TR 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @DOVE)......eureerrerrerrenernrerne | rrerrerssrasessessessseasesseneead (O (0 (0 (0 (O (O O 0 oo [0 RO 0
(@) Includes $.....249,651,778 premium deficiency reserve.




Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF M|CH|GAN MUTUAL |NSURANCE COMPANY

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
C;st OtherZCIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total
1. Rent ($.....33,956,792 for occupancy of own BUIlAING).............ceveeveevereeereireesceerieciens | enveerenns 4,868,399 | ............ 8,615,184 | .......... 33,303,850 | ...ccoorrrnee. 33,278 | .......... 46,820,711
2. Salaries, wages and other DENEItS............c..veverrrencrieriecincrereesecesensessienes | ceviees 116,513,273 | ........ 180,891,794 | ........ 421,480,353 | ............ 1,716,349 | ........ 720,601,769
3. Commissions (less §.......... 0 ceded plus §.......... 0.@SSUMEA).....verreereereeeeeeeeeeseesesenes | = eveevressesseeseseenens EU U 160,581,525 | = woveeeeereeeeeeieens | e 160,581,525
4,  Legal fees and expenses S e | 26,578,665 | = ovveveereeenns | e 26,578,665
5. Certifications and accreditation fEES...........cceeveeverereeieee e eneeees | ceeeereseneeen 456,514 | = e | e 458,045 | = oo | e 914,559
6.  Auditing, actuarial and other conSUIting SEIVICES...........covuieiririeieineieesseieisseieiees | sereeenns 32,378,735 | .o 7,983,682 |........ 152,857,734 |..............318,962 | ........ 193,539,113
7. Traveling EXPENSES........c.cviveieeieieiieieteee ettt saens | aebessesenes 2,140,405 | ............ 1,061,547 |.......... 10,574,298 | ..............15,017 | ......... 13,791,267
8. Marketing and advertising 327,654 | ..ot 94,055 |......... 17,291,080 | = oo [ e 17,712,789
9.  Postage, express and telephone...........ccccveviveicvrireiciieiee e | eevesesnes 1,374,734 | .......... 14,012,950 |............ 6,077,586 | .....cceveeee. 5342 | ... 21,470,612
10.  Printing and Office SUPPLIES...........vvvrrieiririeicriceceiesesi s sessessnesens | eeeseesenns 2,297,085 |........... 4817170 | ..oovennnn 4,549,419 | .o 79,729 | 11,743,403
11. Occupancy, depreciation and amortization................ccceeeeriererrieierseece s e | s (C)] 11,228,180 | - oo e 11,228,172
12, EQUIDMENE. ..ottt et bbb ae b sstens | oesebesssesesssssesesnsess | seresesssissesesssesesasets | neesesesesesesissetessnens | nereresesissesesssresesinnss | seeresesesseresssinaesenas 0
13.  Cost or depreciation of EDP equipment and SOftware............cccocevevcveecierresicseeies | e 11,423,039 |............ 1,932,011 | .......... 84,764,098 | .....ccoevrrernne 786 | .......... 98,119,934
14.  Outsourced services including EDP, claims, and other Services..........coouvvveerveveiens | ceveerans 61,546,395 | ........ 120,461,510 | ........ 224,110,700 | ..ccvevneeee. 382,808 |........ 406,501,413
15.  Boards, bureaus and association fEes............cccrriiniiniiniiniseeeesieieiies | e 1,878,832 | ...ovvvnae 23,352 | oo 6,628,773 | ..oovvverrens 4414 | ... 8,535,371
16.  Insurance, eXcept 0N real ESAte...........ccceviericicec s | e 4311 | e 879 | . 4,744,937 | oo 675 | .o 4,750,802
17.  Collection and bank SEIVICE CRAIGES. .........cciiueviiiieiciseieeiee e sissesssiessesiens | cevesissssessssssessesens | sressessssessessssesessssens | sesessssssesssssssessssnns | sessesssssssessssessessssens | sesssssssesisssssessssnss 0
18.  Group service and administration fEES...........c.cevvveriveveveireieeeeeeee e esesesesseseses | eveesenins 1,323,204 | ..o 721,748 | ......... 81,726,372 | - oo | e 83,771,324
19.  Reimbursements by UNINSUred PlaNS.............ccceeveeiermerinreeseiessessessesseseesees | cevnees (101,136,980) | ....... (146,538,320) | ....... (608,127,846) | ........... (1,091,150) | ....... (856,894,296)
20. Reimbursements from fisCal INtErMEIANIES. ...........cvuererrierireiireseererreriesieeis | conrieeiesiesiesiesies | reseessesssessnessnessnees | sersessessessnessnesness | = oesesssesssesseessens | coesseessesssesssnssensens 0
21, Rl EStAtE BXPENSES......iviieireieieieieie et | sesessesnstessessstensesantes | srtessesessesessssenessntes | sesessessstessessntensesantes | setesessssesesesensennnns | sressssesesnsessesnsans 0
22, Real €StAE tAXES. ... cvcvicvecece ettt rnenens | T seseesesesessese s LTI TSR 16,086 | ..o | e 16,086
23. Taxes, licenses and fees:
23.1 State and 0Cal INSUFANCE TAXES..........rveurieriiiriiiiiiiesiietiiesiesiesiesiesiesiesiseninens | cosesssessesssesisessesies | resisessessessnessnessees | sessessessessnessnessnesss | aesessessessessnessnesins | corsiesssesseesssessensees 0
23.2 State PrEMIUM LAXES. .......oucveviiieieiccie ettt et s sbe s ssssetes | eebesesssesesssssesesnsess | seresesssssesessssesessnsess | seesessssesessssssssessssens | sesesessssssessssssesesssinss | sessesessssesessssssesenns 0
23.3 Regulatory authority iCeNSES AN fEES.........cocviueieiiiiiece et | e sesseseas | cevesesessssessssssesssss | seesees 104,692,280 |...coovoveeeeeeeeeeeeees | e 104,692,280
23.4 PaYrOll fAXES......voueverrerrerireieeiieesiesessesi s eess sttt | seeseeseons 5,809,942 | ... 10,517,962 |.......... 19,878,208 | ....oocvevenenn. 56,465 |......... 36,262,577
23.5 Other (excluding federal income and real €StAte TAXES)..........ccuieicvririeiiisieiiees | et | erievessesisssssessesssenes | essesssssssessssessessssesss | esesssssssessessssessessnss | sssessssessessssessessnses 0
24. Investment expenses NOt INCIUAE BISEWNEIE..............cccieiicieeiiiesce i ines [ eeretesssissesesesesessses | esissesessssesessssssesesins | esseresessssssesessssesasins | essssesessssesesssssesessns | sresesesssssesessssesens 0
25.  Aggregate WIite-ins fOr EXPENSES........cviviiviiiiiiieicisiteie ettt | asssssesessssessesnsns (O] 0. 100,000,000 |...covvverercrerians 0. 100,000,000
26. Total expenses incurred (LINES 110 25)......ccvvernrinririninsensissisisesssessessesssssssessssssnes | sesesns 141,205,542 | ........ 204,595,516 |........ 863,414,343 | ............ 1,522,675 | (a)1,210,738,076
27. Less expenses unpaid December 31, CUITENt YEAT..........cccceucuieievreeieieieesisieiees | coeressssesessssesessnees | eevesaens 79,341,045 | ........ 374,215,587 | oo | e 453,556,632
28. Add expenses unpaid December 31, PriOr YEAI...........cocevivevevriereirisieressesesssssesesssens | seressssssesessssssesssseses | vovesesens 86,574,329 | ........ 279,949,812 | ..oovvveeevirereeiinns | e 366,524,141
29.  Amounts receivable relating to uninsured plans, Prior YEar..........cccccvuerenieieresiieiens | eoverreesiesesssenesnees | eevesens 39,389,917 | .......... 84,790,149 | ..o [ e 124,180,066
30. Amounts receivable relating to uninsured plans, CUMTENt YEar............ccceeveeriveeeiiies | orenissereenisesnines | ovverenns 52,605,123 |........ 116,380,173 | .o [ s 168,985,296
31.  Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30).........c.ccovervrererrnnnes [ cerienne 141,205,542 |....... 225,044,006 |........ 800,738,592 |............ 1,522,675 |..... 1,168,510,815
DETAILS OF WRITE-INS
2501, Social MISSION EXPENSES.......cviirierseirieieisiessessssssesssssssessssssesssssssesssssssesssssssessessssanse | sessesssssssessessssessessnss | sessessessssessessssessessnss | snesees 100,000,000 |..ocoverrrerrerrereirernns | cerrenns 100,000,000
2502, oottt nnntn | seseesseessenensensseennnn | sresteseseesseestnnssnes | sesreesseestanessaessenntns | seeetenen st enssnnnnens | neeeteess st ensteeees 0
2803, oot | seseese st ennnes | srerienes st ens | sereese st | senseenes et | eereenss s 0
2598. Summary of remaining write-ins for Line 25 from overflow page.........c.oooeevenrencnences [ eevrnenenennerneeneenn0 | oo 0 [ om0 | 0 | e 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 8DOVE)........ccuerreeurrerreressrenrannene | vovresssessssressseesaees [V 0 [.......100,000,000 |.....ccooerurrrmrrirenes0 | cirinns 100,000,000
(@) Includes management fees of $.....61,632,210 to affiliates and $.....147,952,299 to non-affiliates.
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF M|CH|GAN MUTUAL |NSURANCE COMPANY

EXHIBIT OF NET INVESTMENT INCOME

1 2
Collected Earned
During Year During Year
1. ULS. QOVEIMMENE DONGS. .......couiviieiecicteictctes ettt st a bbbt ss s s ness e [ ) IO 10,554,878 | ..o 10,334,488
1.1 Bonds XEMPE fTOM U.S. t8X.....oovurireieeiisirsiciisisciesiss sttt ss sttt sttt [C:) SO U U DUPUR OO P TR URUURRRO
1.2 Other boNAS (UNGFfIALEA).........evuererererieiieeiserrieie ettt st nen () I 100,293,055 | ..o 103,483,920
1.3 BONAS Of @fIIALES. ... veererrerrieriiciieeeie ettt [€:) SOOI DUUUE O EPURORURURURRTO
2.1 Preferred StockS (UNGFfALEA).........o.ererererieiiecirere ettt sttt (o) S 488,382 | oo 494,280
211 Preferred StOCKS Of @ffIlIALES...........orererirricreire sttt sttt (D) ettt | et
2.2 Common StOCKS (UNAFFIIAIEA)..........c.eviveieeririetee ettt bbb bt s s sassns | sessssesssesssssssessssnees 15,761,820 | ..oooeverercrera 14,703,770
2.21  COMMON SIOCKS OF @FfIIAIES. ... vvureurerrireiiecicireieie ettt ettt f ettt nt s | 2eseesessantansses e st essens s sesses st ensansns | Siessestnsnssessessant st ns e st ess st nssnsnn
3. MOMGAGE I0BNS........eoee ettt R et ()it erenies | et
4. REAIESIALE. ....ceeeeeeeeeeeeee ettt ettt e ettt ettt ettt ettt ettt ettt tee [ (o) PO 33,956,792 | oo 33,956,792
Lo o =T 1o [T PO PO BUSOTOT PP PTORTT
6.  Cash, cash equivalents and ShOrt-term INVESIMENLS. ..ottt [ 488,865 | ..o 600,060
7. DEriVAtIVE INSITUMENTS. ..ot bbbt (Bt | et
8. OHhEr INVESIEA @SSEES.......ecvieceeeieect ettt ettt a ettt ettt ss st s e et st naet et s s antasaststessssesatasansnanss | svessesesesssesesnsnensanaseasans 239,049 | .o 239,049
9. Aggregate write-ins fOr INVESIMENT INCOME.........c.oiuieierrieieec ettt sttt estes | snssntssssssssnsensssessnssnsas (3,540,299) | ..vverereeri s (3,543,315)
10, Total gross iNVESIMENE INCOME. ........cuieiieciieiieciiteit ittt ettt bttt sttt ettt et st s bt ssesnssnsessnsansenntanes | sobesssssssesssssnsessnsnes 158,242,542 | oo 160,269,043
11, INVESIMENE EXPENSES. ...eeveeeeeerieeseiseeseeecee e s et ees e es et estese s e s s s eeeeese eS8 s 428 e R s £8 eS8 E e E 8 e 842848228 e 842 £k A R £ o2 e 1R AR R e bbb st nE st (<) S, 1,466,204
12.  Investment taxes, licenses and fees, excluding federal INCOME tAXES. ...... ettt bbbttt () ISR 56,465
13, INEETESE EXPEINSE. ... eueeeeeecercireise e ettt b et s b b s 8284 E £ £ £ 4R s £ 8 E 42 R RS E LR R R R AR R R ARt (1) S 18,763,073
14.  Depreciation on real estate and Other INVESIEA @SSELS...........cu vttt sttt f bbb s bbbt () 10,304,383
15.  Aggregate write-ins for deductions from INVESIMENE INCOME..........c.cveiiiiiiiiiiei ettt bbb bbb bbb bbb s s bnss | edebssbssssssssssssss et st st st ens s banes 0
16.  Total deductions (LINES 11 tIOUGN 15)........c.ciiiiieireicieic ettt bbbt bbbttt s bbbt et st s s st s nbes | etsntenssssstessssnsesesanes 30,590,125
17. Netinvestment income (LINE 10 MINUS LINE 16)...........cviiiueieiiieiieicieie ettt sttt bbb bbb bbb e s s ss b ss st ssesnbensens | sbessessssssessnsansesneas 129,678,918
DETAILS OF WRITE-INS
0901. SECURITY LENDING INCOME ..........ooeiirririeeireiiesiesessesisessssssssssssessessesssssssssessassessssssssssssessassassssssessessasssssssssessessassassssssnsss | sessassssssessasssssnsssssessessns 379,526 | .ovvvrrereeeniene 376,509
0902, SWEEP INCOME ..ottt sttt b s s st st nsnnes | esssssssnssnssessansanssnssnssnstans 3,982 | e 3,982
0903, MANAGEMENT FEES ..ottt sttt ettt ssensensnnsans | snssssssssssnssessnssnssnssns (3,923,807) | vvvvereerrirrireirireiaes (3,923,807)
0998. Summary of remaining write-ins for Ling 9 from OVEMIOW PAGE.........ccuiuririirinrirririeisesiss it esssssssssessessns | essessessssssssessesssssssssessessessassanes 0 [ o 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE)......vurururerrerreersisesissrssnessesessssssnssssssssesssssnssnssssssssessassssssesssssassenss | sssassssssesssssensasssssessns (3,540,299) | ..vvvrrnnenrisrereieies (3,543,315)

(@) Includes $.....10,797,543 accrual of discount less $.....30,424,032 amortization of premium and less $.....23,475,194 paid for accrued interest on purchases.
(b) Includes$.......... 0 accrual of discount less §......... 0 amortization of premium and less §.......... 0 paid for accrued dividends on purchases.
(¢) Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium and less $.......... 0 paid for accrued interest on purchases.
(d) Includes $.....33,956,792 for company's occupancy of its own buildings; and excludes §.......... 0 interest on encumbrances.
(e) Includes$.......... 0 accrual of discount less §.......... 0 amortization of premium and less $.......... 0 paid for accrued interest on purchases.
(f) Includes§.......... 0 accrual of discount less §.......... 0 amortization of premium.
(@) Includes $.....1,466,204 investment expenses and $.....56,465 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.
(h) Includes §.......... 0 interest on surplus notes and §........ 0 interest on capital notes.
(i) Includes $.....10,304,383 depreciation on real estate and §.......... 0 depreciation on other invested assets.
EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3 4 5
Realized Change in
Gain (Loss) Other Total Realized Change in Unrealized
on Sales Realized Capital Gain (Loss) Unrealized Foreign Exchange
or Maturity Adjustments (Columns 1+2) Capital Gain (Loss) | Capital Gain (Loss)
1. U.S. government bonds..........ccocueveevcvreeeieerereieiseresessesesee s e —— TA11,532 | e (7,293) | oo 7,104,239 | .o 41,600 | .o
1.1 Bonds €XemPpt from U.S. taX.....oovurirrrrerirencineiiriisieessensinnenns | cersnsessessessssssssssssssssssssess | ereesessessesssssssssessnssessassnns | ssesssssssssssssessassnssessn 0 | oo | e
1.2 Other bonds (unaffiliated).............ccoeerrrmrirmirrnirnirnisnisesnisninns | e (3,220,504) | ... (28,942,861).....
1.3 BoNdS Of @ffliateS........c.cveiviviciceieccee e | ettt sesaens | eevessesissese s ses s snes | eresisresss st es st es e banes 0 | oo | e
2.1 Preferred stocks (unaffiliated).. 487,391 | ... ..268,666 |.....
2.11 Preferred stocks of affiliates.... 13,840,347)| ..... (24,246,403) | c.vovveverereeeee e
2.2 Common stocks (unaffiliated).. 112,846,290 | ..... ..102,942,598 |..... ....75,102,965 | ...
2.21  Common StOCKS Of AfflIAtES..........ccvevieieeiciceecseeeceeies | et sestesess | evesessssesessssesesssssesesssnss | evessssesesssssesensssesenennaQ | s 135,519,218 | ...
3. Mortgage loans................ L0 e
4. Realestate....... . . (24, Moo
5. CONTACEI0ANS.........oeveceecictce ettt sestens | evessessesessessesessessesessessess | sesesssssssessessssessesessessesanss | sbessessessessssesessssesesanes 0.
6. Cash, cash equivalents and short-term investments... 9,691 |.....
7. Derivative instruments..........cccocoueeeereessncennnnns reee | e | e 0.
8.  Otherinvested assets...........cccccoeverereiunnn 3,633,700 | ..o | e 3,633,700 | ... .7,361,434 | ...
9. Aggregate write-ins for capital gains (I0SSES).........eururerreereereeres | ererreseeisersneseessessessesces . w0 0 ..
10. Total capital gains (losses) 106,972,468 | ............... (46,282,939)]..................60,689,529 |.............. 218,029,127 | .oovvrnene. (1,331,518)
DETAILS OF WRITE-INS
0901.
0902.
0903.
0998. Summary of remaining write-ins for Line 9 from overflow page...
0999. Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF M|CH|GAN MUTUAL |NSURANCE COMPANY

EXHIBIT OF NONADMITTED ASSETS

Current Year Prior2 Year Change3in Total
Total Total Nonadmitted Assets
Nonadmitted Assets Nonadmitted Assets (Col. 2 - Col. 1)
1. BONAS (SCHEAUIE D)....covvveieeseet ettt b s bbb sessenss | essessstessessssessesssessessssessesssssnsesses | sbessessessssassessssessesssbesses s bessesssbenss | 4evsesssssssesssssstes et sntes e bnses e sanee 0
2. Stocks (Schedule D):
2.1 Prefermed SIOCKS........ i | bbb | srbin bbbt | bbbt 0
2.2 COMMON SHOCKS. .....vouveeieeireriseessessesesee sttt | Hoetb et et eb bbbttt b b senns | sebseesseeb st bbbttt n st eenta | ehbeesiesseens st sttt ettt 0
3. Mortgage loans on real estate (Schedule B):
TS T 11 1T O OO DU U PTRU OO RRRN 0
3.2 Other than firSt IENS..........cuuiiii s | frsb bbbt nes | srbbsb ettt | Shbens et 0
4. Real estate (Schedule A):
4.1 Properties 0CCUPIEd DY the COMPANY........cciiiiiirieiriniessieie e ssssesssesessniees | sesessssessssssessessssessessssassessssessesas | sessssesssassesesassessessssessessssessessssans | ssessessssessesssessesssassessessssessesns 0
4.2 Properties held for the produCtION Of INCOME...........ururirirrirircireirris et sesiestees | creeessesseseesessesssessesessessesssessessesses | sestesssssssssesssssessasssessessessassasssssess | sesessssessssessassnssnsssssssssassassnssanes 0
4.3 Properties NEIA fOr SAIE...........ccciiiireiiccisie ettt seans | ebessesesssessebes s eaesassstebessssbebesssses | seebesesssesesassesesessssebesenssaesesntesenss | sbeseesesesisetetesieaet e s naetes s aesenad 0
5. Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term INVESMENLS (SCEAUIE DA)...........cvevieeieiceeieieees et tssessssssss e | cevssssssessessssesiesesses s sesses s sssssssssns | stessesssssssssssssssesssssssesssssssessssssesss | evsessssssesssssssesssssssesssessesssanes 0
B, CONITACE IOBNS.......eoceeceeceeiieeiect ettt ettt s e s st et sns | £ebebseesessestees et e eses s s b et ees e bsessees | seseetetsetesseeses b st et et s st e s et et snnae | Sbetiebaee s et b s b et R et 0
7. Derivatives (SChEAUIE DB).........ccccuciiiiieiiiieieeetes et se bbb ssssesens | sessesesessssssesessssesessssesessssssesesssseses | sebesssissesessssesessssnsesesssesesssstesenss | stessssessssssssessssssessssssesesssssesesns 0
8. Otherinvested assets (SCEAUIE BA)..........c.cuiueiiiiiieeiisieieiseie et | evsessssesssssssesesssses e besse b sssaesses | sbessesssssssessessssassessssessessssessesssesss | sessesssssssessesassesssassessssessessssanes 0
9. RECEIVADIES fOr SEOUMHES..........vvuiiiiiciiciici st | bbb | eebss bbb | orasnss bbb 0
10.  Securities lending reinvested collateral @SSets (SCHEAUIE DL)..........cccuiueieiiieieiiieieiieiens | et ese s ssess | sesessessssessessssessessssessessssessesssssnsans | ssessessssessessssessessssessessssessessssns 0
11, Aggregate Write-inS fOr INVESIEA @SSELS..........ccevcveieeiereee ettt sssenes | ssesssesssssssesssssssesssssessesassanans 0 | e 0 | e 0
12.  Subtotals, cash and invested assets (LINES 110 11).....cieicceieiceieerss et | sreirssessessssesesssses s ssses e sssenans 0 | oo 0 | e 0
13, Title plants (fOr Title INSUIEIS ONIY).......cvurvririieririrrireeississsseisessessssssssseesessesssssssssssssssasseses | sesessssssssssssessessassssssessessessasssnssesss | sessessessnssessessessassssssessessessansnssns | fessesssssessessasssssessessessassnssnssns 0
14, InvestmentinCOME dUE aNA CCTUBT.............cuuriuuriiiiiii sttt | cebnis bbb ssbes | sbessbssbe s 26,655 | ..o 26,655
15.  Premiums and considerations:
15.1 Uncollected premiums and agents' balances in the course of collection
15.2 Deferred premiums, agents' balances and installments booked but
AEFEITEA AN NOL VBT QUE....... ettt esssstnes | setsessssssessestasssessessessessastnssesseses | s8essasssssssssessessassssssssnssassassansnnssns | fessssssssessessassssssnssmssessassnsnnsnn 0
15.3  AcCrued retrOSPECHVE PIEMIUMS........cvivviviieireisieeiseieiese ettt sss s ssessssessessssens | stesssessessesessessessssessessssessessssassesas | sesessessssassessssessessesessessesessassessnsans | ssessessssessessssessessssessesssssssessnsns 0
16. Reinsurance:
16.1  Amounts recoverable from FEINSUETS............couiiriiriiiirieiess s | sesieiiei it | sbeesb st bbb bbb | besbesi s 0
16.2 Funds held by or deposited with reiNSUrEd COMPANIES...........c.oruruurirrierrerrireirireiireis | eesreersieesesssesseseesesseesessssessessses | sessessassssssesessessessssssessessessessnsnnes | sesesssssssssessessnssssssessessessnsnsssnes 0
16.3 Other amounts receivable under reinSUraNCe CONMTACES. ... e | st | essess s 0
17. Amounts receivable relating to UNINSUrEd PIaNS...........c.eueirrerrerririninenneseseeeeesessieenes | eerreenseeesssseeeseeneeees 11,683,529 | oo 535,334 | oo (11,148,195)
18.1 Current federal and foreign income tax recoverable and INtErESt tNEIBON..........c.cuccvieiiieies | coeeeiice e setees | cevetsese e ses e bbb s s s bsnses | sssebessssesessssssebesssssebasssaesesnans 0
18.2 Net deferrea taX @SSEL.........c.cvivceeeeeceeeeeeeee ettt ses s s et snnans | erastesenerassesentetesnaees 15,482,802 | ..o | ceveereeerese e reneeaes (15,482,862)
19, Guaranty funds receivable OF ON AEPOSIL.............ccrieiririreieiscees ettt ssssssesssans | sesssesssssssessssssses s sessessssesssssessnans | ersesssssssessssssessessssessessssesssssssassass | seessessssessessssessesssesssssnssssesansnns 0
20. Electronic data processing equipment and SOftWarE...........c.cc.ccueveveurieieisieeeiseeeeeeieiieis | e 239,989,321 | oo 234,395,513 | oo (5,593,808)
21. Furniture and equipment, including health care delivery assets............ccocoevivceeveceiecceins | coveeeeereeseee e 9,783,523 | oo 10,522,107 | coevereeeceeeeeeeeeiens 738,584
22. Net adjustment in assets and liabilities due to foreign EXChANGE FaES..........ccuiueiciiieiieies | et steseiess | estessssste s s s esse e ssessssasses | sssesssessessssessessessssessessssessesnsan 0
23. Receivables from parent, SUbSIdiaries and affliates...........cccoveirviieiiciieeiieeeseesieieens | ettt ssse s sess | essessssssesessessesesses s s s ssesssanaes | seresietessessses s sen st saesnea 0
24, Health care and other amounts reCeiVabIe..............coeuiveiciiicieceee s | e 16,340,380 | .ovovveveereeea 2,828,817 | oo (13,511,563)
25. Aggregate write-ins for other than iNVested @SSEtS.............ccvvverevrireiieeceee e | v 50,877,378 | oo 37,107,568 | .....ocvevevierirrie, (13,769,810)
26. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (Lines 12 through 25)..... ...344,156,993 ..285,415,994 ...(58,740,999)
27. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS..........ccevevs [ covrverreiniieieneieie e senns | o ...0
28. TOTALS (LINES 26 @NA 27)......cvvurererireireisssisessssesessessssssssesssssesssssssssssssssessssssssessessassssas 344,156,993 ..285,415,994 ...(58,740,999)
DETAILS OF WRITE-INS
T0T L RS R e R e st et essesaes | HeseEeE et AR e e AR et et enE et et en s e s et | Hetessetetessesn st st s s s s antesetantes | setessesennessetenn st s st et nres et 0
1102, eSS RS R £ | SRk R AR R s | R Rt | eeebe sttt 0
103, £ AR R R Rt e At Eessesaes | HeseEeE et AR e eR et e et et enE et et s s et et | Hetessetetessese e e s sn s s nnnsantesetantes | setesseteenesetens st ne st ettt 0
1198. Summary of remaining write-ins for Line 11 from overflow Page.........ccceeerieeninieniins | cevverieisssieesseesssesesesseens (O TR 0 | e 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (LINE 11 @DOVE). ....v.rurreurieirerrersiniserisnessessessssnssnes | eosessssssesssssssssssnssssssessesssssssssens 0 [ oo 0 | o 0
2501. Miscellaneous ACCOUNtS RECEIVADIE. ............cccceuriviiriiicieiice et benens | sevseresesssesesssesesenas 18,372,796 | oovevevvcreeivieieine 13,480,880 | ..ccvvverererieriennn (4,891,916)
2502. Prepaid @nd OthEr ASSELS...........cvuurrrmerereeeserisesseeseesisessssessssessssessssssssessssssssssssssssssssses | sessessssssssssssssssssneees 16,136,440 | ...ooooevvreerrienne 10,004,542 | ..oovvvrrcrecienns (6,131,898)
2503. Company OWNEd AULOMODIIE. ..ot snsesens | sessesssssssessssssessessnsessesaes 37,373 | e 63,620 | .ovovereeeeeeiea 26,247
2598. Summary of remaining write-ins for Line 25 from overflow page............cccvvvevveiviveiercieiienes | oveveieieiveeseeeie 16,330,769 13,558,526 | e (2,772,243)
2599. Totals (Lines 2501 thru 2503 plus 2598) (Line 25 above) ....37,107,568 (13,769,810)
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Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY
EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health MaINtENANCE OFGANIZAtIONS. .. ... vueveeiiierieieiesieiete ettt s sttt s bbb s s bs et ssessesnta | sebsesassessesastessesantesses e sessessessnsasse | ebsesssessessesassessesnsessessesassassnsanse | astessessssessessssessassessnsassessesantessnss | estessessssessassessssassessesansessesantessess | sresssessessesnssessesssessessesessesessnsans | ssessesssessessesensessesssessessnssssassesnes
2. Provider service organizations
3. Preferred provider OrganiZatiONS.............ceiiieieiieiriceeisieis ettt ettt ettt nnnnenn | sberetetenes ettt 1,112,191 | 1,097,226 | ..coovevieieeieeee 1,079,682 | ..o 1,070,478 | ..o, 1,036,481 |..cocvveeiiieiciee 12,889,613
B POINE OF SEIVICE. ... vereveraeereeeseeseese et es s8££t | ettt 483 [ oo L 7 S A58 | oo AAB | oo 425 | oo 5,468
5. INABMINILY ONIY..o.veroeereeraeeseeesseesseeeesees e eess s ess s8££ | sreet st ees st 375,142 | e AT T4 | e 428,393 | v 437,657 | oo 447,295 | .o 5,150,486
6. Aggregate Write-ing fOr Other INES Of DUSINESS.........vurrrerurirrireiiseees s ees st ses st | srstees st B55 [ oo B68 | .oveorrerrerenieeresrer s (LA [ B78 | 8,022
7. 1,488,471 | oo 1,516,080 | ..o 1,509,190 | ..o 1,509,252 | ..., 1,484,879 | .o 18,053,589
DETAILS OF WRITE-INS
B0, oottt E Rt | e RR Rttt ennte | eeesE Rkt R et n e enere | HeeeRt Rt s et | Heees Rt | Seeei bbbt | seebe et
0602, NGHONAI SEOPIOSS.........vveieeieiiiieiiecieieieie sttt b bbb bbbttt bbbt b et s et b s
0603, LOCAI SEOPIOSS. .....cevveereeeeeeireeeieeeisei sttt s s et teeenes
0698. Summary of remaining write-ins for Line 6 from overflow page
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE B BDOVE)........couuuererurimiiressirearisssenesresssenessenessessensseessensssensssessssesssssenssennes | osenssensssssssesssssenssnssssessssas 855 | 868 |- B57 | .o B71 | B78 | 8,022




0¢

Statement as of December 31, 2013 of the BLUE CROSS BLUE SHIELD OF MlCHlGAN MUTUAL INSURANCE COMPANY
EXHIBIT 3A - ANALYSIS OF HEALTH CARE RECEIVABLES COLLECTED AND ACCRUED

Health Care Receivables Collected Heath Care Receivables Accrued 5 6
During the Year as of December 31 of Current Year
1 2 3 4 Health Care Estimated Health Care
On Amounts Accrued On Amounts Accrued Receivables in Receivables Accrued as
Prior to January 1 of On Amounts Accrued December 31 of On Amounts Accrued Prior Years of December 31 of
Type of Health Care Receivable Current Year During the Year Prior Year During the Year (Columns 1 +3) Prior Year
1. Pharmaceutical rebate reCEIVADIES.............cceveviuicicice et esiens | coevaessesssse s s snans 70,729,111 | oo 38,255,994 | ... nenes | s 49,381,496 | ..oooevreeeee, 70,729,111 | oo 62,175,290
2. Claim OVErPAYMENE FECEIVADIES. .........uveeeiriicerrieiieissetsissis et ess s ssessesssssssssessesssnsses | stsssssssessasssssessessessasssessessasssnssessasssnssns | sessessssssessassosssnssessesssssessessasssnssnssessanss | sesessasssnssessessasssnssessasssnssnssassassanssnssessns | soessessosssnssessessssnnssessassnssnssessassanssnssens | seesssessessossssssnssossossunssessassasssnssnssassnns 0 [

3. Loans and advances to providers
4. Capitation arrangement receivables
5. Risk sharing receivables

6. Other health care receivables 3,086,068

11,030,983

34,279,281

14,117,051

10,828,380

7. Totals (LINES 1 throuUGh B).......c.ruereireiriressesressiesssssssessesssssnsssessessnssssssssesssnssnsssssssssssssssssess | eoessassssssssssssssssssssssessassnes 73,815,179

11,030,983

...................................... 83,660,777

...................................... 84,846,162

...................................... 73,003,670

Note that the accrued amounts in Columns 3, 4, and 6 are the total health care receivables, not just the admitted portion.




Statement as of December 31, 2013 ofthe BLUE CROSS BLUE SHIELD OF MICHIGAN MUTUAL INSURANCE COMPANY

NOTES TO STATUTORY BASIS FINANCIAL STATEMENTS
FOR PERIOD ENDED DECEMBER 31, 2013

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Accounting Practices

Blue Cross Blue Shield of Michigan Mutual Insurance Company (BCBSMMIC or the
“Company”) was formed to operate as a nonprofit mutual insurance company under
Chapter 58 of the Michigan Insurance Code. On September 6, 2013, BCBSMMIC
received authorization to operate as a domestic insurer in the state of Michigan.

On December 31, 2013, Blue Cross Blue Shield of Michigan (“BCBSM”) merged with
BCBSMMIC, with BCBSMMIC remaining as the surviving company. The assets and
liabilities of BCBSM transferred to BCBSMMIC at their carrying values and subscribers’
reserves were recharacterized as policyholders’ reserves as of the merger date. Under
the merger, BCBSMMIC assumed the performance of all contracts and policies of BCBSM
that existed as of the December 31, 2013. Hospital, medical, and other health benefits will
continue to be provided under contracts with policyholders. BCBSMMIC will continue to
conduct business as Blue Cross Blue Shield of Michigan. The governing Board of
Directors is the same for both BCBSMMIC and BCBSM.

BCBSM and BCBSMMIC met the definition of a statutory merger under SSAP 68 —
Business Combinations and Goodwill, and as such, a merger of the two can be described
as a “pooling-of-interest” transaction, whereby the balance sheets of two merging entities
are added together as if the transaction had occurred on the first day of the earliest year
presented.

The merger transitioned BCBSM to a nonprofit mutual insurer. This transition qualifies as
an F Reorganization under the Internal Revenue Code (IRC). An F reorganization is
defined as a mere change in identity, form or place of organization. Therefore, it does not
constitute a material change in legal structure or operations for purposes of federal income
taxation and the Company’s status as an Alternative Minimum Tax (AMT) taxpayer is
preserved.

The Company will be subject to state and local taxes as of January 1, 2014. The
Company will pay state premium tax on premiums written at a rate of 1.25 percent, real
and personal property taxes will be paid to the municipalities where the property is located,
and a 6 percent tax will be assessed on most tangible goods purchases. The impact of
these taxes on the consolidated financial statements in not expected to be material.

Beginning in April of 2014, in accordance with the Community Health Investment
Agreement (CHIA), that BCBSM signed with the State of Michigan and DIFS, the
Company will make annual social mission payments to a nonaffiliated not-for-profit entity
for the continued improvement of public health and community health care, including
quality, cost, and access for the people of the State of Michigan. Such social mission
payments will be based on the prior fiscal year’s revenues of the Company and its
subsidiaries. The Company will use its best efforts to make aggregate payments of up to
$1,560,000,000 over 18 years. Annual payments will range from $0 to $110,000,000
depending on revenue and risk based capital (RBC) levels. At December 31, 2013, the
Company recorded a liability of $100,000,000 for the 2014 payment in accordance with the
terms of the CHIA.

The Company’s health maintenance organization (HMO) subsidiaries, Blue Care Network
of Michigan (BCNM) and Blue Cross Complete of Michigan, provide health care services to
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Statement as of December 31, 2013 ofthe BLUE CROSS BLUE SHIELD OF MICHIGAN MUTUAL INSURANCE COMPANY

subscribers and contracts with various physician groups, hospitals, and other health care
providers to provide such services. In addition, subsidiaries of Accident Fund Holdings,
Inc. (collectively, Accident Fund), a wholly owned subsidiary of the Company, provide
workers’ compensation insurance, and another Company affiliate, Life Secure Insurance
Company (LifeSecure), makes long term care insurance available.

The Michigan Department of Insurance and Financial Services (DIFS), formerly Michigan
Office of Financial and Insurance Regulation (OFIR), recognizes only statutory basis
accounting practices prescribed or permitted by the state of Michigan for determining and
reporting the financial condition and results of operations of an insurance company. DIFS
adopted the National Association of Insurance Commissioners’ Accounting Practices and
Procedures Manual (NAIC SAP) as the basis for its statutory accounting practices. The
Director of DIFS has the right to permit other specific practices that may deviate from the
prescribed practices. The accompanying statutory basis financial statements have been
prepared, in conformity with accounting practices prescribed or permitted by DIFS.

At the direction of DIFS, the Company limited its provision for all premium deficiency
reserve (PDR) losses to not exceed two years. NAIC SAP, as prescribed in SSAP No. 54,
Individual and Group Accident and Health Contracts, requires all reasonable foreseen
losses be accrued. If the provision for PDR losses was not limited to two years, statutory
surplus would be decreased by $171,524,000 and $202,517,000 for the periods ending
December 31, 2013 and December 31, 2012, respectively. Additionally, net income would
be increased by $30,993,000 and $21,609,000, respectively, for the years then ended
December 31, 2013 and 2012.

DIFS approved the Company’s permitted practice request regarding the determination of
the admitted asset attributable to hospital advances pursuant to paragraph 16 of SSAP
No. 84, Certain Health Care Receivables and Receivables Under Government Insured
Plans. The permitted practice allows the Company to admit net hospital advances
attributable to self-funded contract claims to the extent of the unpaid hospital incurred
claims owed by the Company to the hospital. Without the permitted practice, statutory
surplus would have decreased by $103,302,610 and $79,196,782 as of December 31,
2013 and 2012, respectively. The permitted practice had no impact on net income for the
years ended December 31, 2013 and 2012.

A reconciliation of the Company’s net income and capital and surplus between DIFS

prescribed and permitted practices and NAIC SAP as of December 31, 2013 and 2012 is
as follows:

26.1



Statement as of December 31, 2013 ofthe BLUE CROSS BLUE SHIELD OF MICHIGAN MUTUAL INSURANCE COMPANY
12/31/2013 12/31/2012
Net Income - MI DIFS $ (85,941,824) $ (2,549,430)

MI DIFS Prescribed Practice
Two-Year Limitation on Premium Deficiency
Reserves 30,993,000 21,609,000

MI DIFS Permitted Practice
Hospital Advances for Self-Funded Claims - -

Net Income - NAIC SAP $ (54,948,824) $ 19,059,570

Statutory Surplus - MI DIFS $ 3,288,723,597 $ 3,060,597,267

MI DIFS Prescribed Practice
Two-Year Limitation on Premium Deficiency

Reserves (171,524,000) (202,517,000)

Deferred Tax Impact of Two-Year PDR limit 34,305,000 40,503,000

Change in Non-admitted Deferred Tax Asset - (30,512,000)
MI DIFS Permitted Practice

Hospital Advances for Self-Funded Claims (103,302,610) (79,197,000)
Statutory Surplus - NAIC SAP $ 3,048,201,987 $ 2,788,874,267

B. Use of Estimates in the Preparation of the Financial Statements

The preparation of statutory-basis financial statements, in conformity with the Annual
Statement instructions and accounting practices prescribed or permitted by DIFS, requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the
statutory-basis financial statements and the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

C. Accounting Policy

Premiums, which generally are billed in advance, are recognized as revenue during the
respective periods of coverage. Premiums applicable to the unexpired portion of coverage
are reflected in the accompanying Liabilities, Capital and Surplus page of the Annual
Statement as aggregate health policy reserves. Premiums received in advance of the
billing due date are recorded as premiums received in advance.

Fee revenue primarily consists of administrative fees for services provided under
administrative service contracts (ASC), including management of medical services, claims
processing, and access to provider networks. Under ASC arrangements, self-funded
groups retain the primary underwriting risk of paying claims, and the Company retains an
element of credit risk to providers in the event reimbursement is not received from the
group; therefore, claims paid by the Company and the corresponding reimbursement of
claims, plus administrative fees are netted. Amounts due from ASC groups are equal to
the amounts required to pay claims and administrative fees. Administrative fees are
earned as services are performed and are calculated based on the number of members in
a group or the group’s claim experience. Since benefit expenses for ASC arrangements
are not the responsibility of the Company, claims paid by the Company and the
corresponding reimbursement of claims are not reported in the accompanying Statement
of Revenue and Expenses. Administrative fee revenues related to ASC arrangements are
included as a reduction in operating expenses, cost containment expenses, and other
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Statement as of December 31, 2013 ofthe BLUE CROSS BLUE SHIELD OF MICHIGAN MUTUAL INSURANCE COMPANY

claim adjustment expenses. Administrative fee revenues of $856,894,296 and
$887,010,628 related to ASC arrangements are included as offset in operating expenses
for the years ended December 31, 2013 and 2012, respectively.

In addition, the Company uses the following accounting policies:

1. Short-Term Investments and Cash Equivalents - Short-term investments and cash
equivalents are recorded at amortized cost, which approximates market value, and
include commercial paper, certificates of deposits, and other readily marketable
investments with initial maturities less than one year for short-term investments and
three months or less for cash equivalents.

2. Bonds - Bonds classified as US government, all other government, special revenue and
assessment, industrial & miscellaneous or hybrid not backed by other loans that have a
NAIC designation of 1 or 2 are stated at amortized cost using the effective interest
method. Bonds with a NAIC designation of three or higher are carried at the lower of
amortized cost or fair market value.

Bonds classified as special revenue and assessment or industrial & miscellaneous that
are loan-backed securities are designated highest-quality and high-quality (NAIC
designations 1 and 2, respectively) are reported at amortized cost; securities that are
designated medium quality, low quality, lowest quality and in or near default (NAIC
designations 3 to 6, respectively) are reported at the lower of amortized cost or fair
value. Premiums and discounts on loan-backed bonds and structured securities are
amortized using the retrospective method based on anticipated prepayments at the date
of purchase. Prepayment assumptions are obtained from broker- dealer survey values
or internal estimates. Changes in estimated cash flows from the original purchase
assumptions are accounted for using a prospective method. Should the present value of
anticipated cash flows collected be less than the amortized cost basis, a determination
will be made on whether the decline in value is other-than-temporary. If the Company
has the ability and intent to hold the security to maturity, but does not expect recovery of
the carrying value, the credit portion of the decline is recognized as an impairment loss.

3. Common Stocks Unaffiliated - Common stocks are recorded at fair value. Changes in
unrealized appreciation and depreciation in the value of common stocks are reflected as
direct increases or decreases in surplus.

4. Preferred Stocks Unaffiliated - Preferred stocks are stated at book value for NAIC
classes one and two and lower of book value or market for NAIC classes three through
six. Changes in unrealized appreciation and depreciation in the value of preferred
stocks are reflected as direct increases or decreases in surplus.

5. Mortgage loans on real estate — Mortgage loans on real estate are stated at carrying
value. The Company holds a promissory note, with an annual interest rate of 4%, in the
amount of $4,250,000, receivable in two annual installment payments on or before
October 26th of the year following this reporting period.

6. Loan-backed securities are stated at amortized cost. Premiums and discounts on loan-
backed bonds and structured securities are amortized using the retrospective method
based on anticipated prepayments at the date of purchase. Prepayment assumptions
are obtained from broker-dealer survey values or internal estimates. Changes in
estimated cash flows from the original purchase assumptions are accounted for using
the prospective method. Should the present value of anticipated cash flows collected be
less than the amortized cost basis, a determination will be made on whether the decline
in value is other than temporary. If the Company has the ability and intent to hold the
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security to maturity but does not expect recovery of the carrying value, the credit portion
of the decline is recognized as an impairment loss.

7. Investment in Subsidiaries, Controlled and Affiliated Entities - The Company uses the
equity method and follows NAIC SAP in valuing its subsidiaries and affiliates. In
accordance with SSAP No. 97, Investments in Subsidiary, Controlled, and Affiliated
Entities, a replacement of SSAP No. 88, the Company reports its investments in
subsidiaries inclusive of related goodwill balances. The Company’s investment in
subsidiaries and related goodwill are included in the common stock line of the Assets
page while the investments in affiliates are included in the other invested assets line of
the assets page. Included in the Company’s common stock balance are the investments
in Blue Care Network of Michigan (BCNM), Accident Fund Holdings, Inc. (AFHI), and
LifeSecure Holdings, Inc. (LifeSecure). Additional entities over which the Company’s
own sufficient equity ownership to exert significant influence over operations of the
investor include BMH, LLC, Bloom Health and NASCO, LLC.

Goodwill is amortized over 10 years. Goodwill amortization recognized for the years
ended December 31, 2013 and December 31, 2012 was $6,663,900 and $7,820,129,
respectively. The carrying value of these assets is reviewed for impairment at least
annually or more frequently should circumstances indicate. The Company completed its
annual impairment test as of December 31, 2013 and 2012. As a result of the analysis,
the Company recognized impairments for its goodwill in Bloom Heath investment of
$10,406,057 and $0 in 2013 and 2012, respectively.

The goodwill limitation calculated based on SSAP No. 68 at December 31, 2013 and
2012 was $295,344,479 and $285,656,845, respectively. The Company’s actual goodwiill
balance at December 31, 2013 and 2012 was $0 and $17,069,957, respectively. There
is no goodwill to admit at December 31, 2013. The Company’s goodwill balance was
fully admitted at December 31, 2012.

As of December 31, 2013 and 2012, the breakdown between goodwill and investments
in subsidiaries is shown below.
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Statement as of December 31, 2013 ofthe BLUE CROSS BLUE SHIELD OF MICHIGAN MUTUAL INSURANCE COMPANY

10.

12/31/2013 12/31/2012
Common Stock Investments in Subsidiaries:

Investment in BCNM* $ 1,006,347,774 899,163,166

Investment in Accident Fund Holdings, Inc 684,053,007 633,615,170

AFHI goodwill - 6,663,900

Investment in LifeSecure 20,232,450 23,771,220
Amount included in common stock $ 1,710,633,231 1,563,213,456
Preferred Stock Investment in Affiliates:

Bloom Health goodwill 10,406,057
Amount included in preferred stock $ 10,406,057
Other Invested Assets:

AmeriHealth 156,651,659 140,202,247

NASCO 1,747 816 968,557
Amount included in subs and affiliates $ 158,399,475 141,170,804
Total investments in subs and affiliates $ 1,869,032,706 1,714,790,317
Summary:

Total investments excluding goodwill $ 1,869,032,706 1,697,720,360

Goodwill - 17,069,957
Total $ 1,869,032,706 1,714,790,317

"Includes investments in BCNM, Blue Care of Michigan Inc, Blue Care Network Medical Malpractice Self-
Insurance Trust, Blue Care Network Stop-Loss, and Casualty Self-Insurance Trust, and Blue Cross
Complete.

Investments in Joint Ventures, Partnerships and Limited Liability Companies - The
Company has ownership interests in partnerships and limited liability companies. The
Company carries these investments based on the underlying GAAP equity. Such
investments are included in other invested assets line of the Assets page. As of
December 31, 2013, the Company has no investment in joint ventures, partnerships or
limited liability companies that exceed 10% of its net admitted assets.

The accounting treatment of the Company'’s investment in NASCO, LLC, BMH,LLC and
Bloom Health were in accordance with SSAP No. 97 — Investment in Subsidiary,
Controlled and Affiliated Entities, A Replacement of SSAP No. 88. (Note 6)

Derivatives — NOT APPLICABLE

Premium Deficiency Reserve - A liability for premium deficiency losses is an actuarial
estimate that is recognized when it is probable that expected claim losses and allocable
administrative expenses will exceed future premiums on existing health and other
contracts without consideration of investment income. For purposes of premium
deficiency losses, contracts are grouped in a manner consistent with the Company’s
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11.

12.

13.

14.

method of acquiring, servicing and measuring the profitability of such contracts.
Premium deficiency losses are generally released over to the period that the contract is
in a loss position. The Company is in compliance with DIFS prescribed practice for non-
profit health care corporations to limit provision for all PDR losses to two yeatrs.

Liabilities for Unpaid Claim and Claim Adjustment Expenses and Advances to
Providers- Liabilities for unpaid claims and claims adjustment expenses are actuarial
estimates of outstanding claims, including claims incurred but not yet reported (IBNR).
The Company estimates the amount of the medical claims IBNR using standard
actuarial developmental methodologies based upon historical data including run out
patterns, expected medical cost inflation, seasonality patterns and changes in
membership, among other things. The Company’s IBNR best estimate also includes a
provision for adverse deviation, which is an estimate for known environmental factors
that are reasonably likely to affect the required level of IBNR reserves. This provision for
adverse deviation is intended to capture the potential adverse development from known
and special environmental factors such as changes in payment patterns, trends, and
benefits versus historical levels, system issues not captured in inventory reports, and /
or exceptional situations that require judgmental adjustments in setting the reserves for
claims. The Company consistently applies IBNR estimation methodology from period to
period. The Company IBNR best estimate is made on an accrual basis and adjusted in
future periods as required. Any adjustments to the prior period estimates are included in
the current period. The majority of the IBNR reserve balance held at the end of each
year is associated with the most recent months’ incurred services because these are
the services for which the fewest claims have been paid. The degree of uncertainty in
the estimates of incurred claims is greater for the most recent months’ incurred
services. Given the inherent variability of such estimates, the actual liability could differ
significantly from the amounts estimated. Interim hospital advances are reported as
advances to providers. Processing expenses related to claims are accrued based on an
estimate of expenses to process such claims. Revisions in actuarial estimates are
reported in the period in which they arise.

Capitalization Policy — The Company has not modified its capitalization policy from the
prior period and meets the requirements of SSAP No. 87, Capitalization Policy.

Premium Rebates — Under the provisions of the Affordable Care Act, the Company is
required to provide rebates to policyholders if the coverage does not satisfy a specified
medical loss ratio (MLR). Beginning in 2013, the MLR is determined using a 3-year
average. In prior years the MLR was determined using annual results. For individual
and small group business, if a health insurer does not meet an 80% MLR for the year, it
will be required to provide a rebate to the policyholders. The required MLR for large
groups is 85%. Premium rebates are reported as reductions to premium revenue. MLR
rebates are required to be paid to policyholders by August 1 following the end of the
year in which an applicable MLR standard was not met. At December 31, 2013 and
2012, the Company has determined it had no rebate liability as all MLR ratios were
above required minimums.

Real Estate — Real property occupied by the Company is stated at cost, less
accumulated depreciation at $137,912,000 and $144,023,000 as of December 31, 2013
and 2012, respectively. Depreciation is calculated using the straight-line method over
estimated useful lives ranging from 30 to 40 years for buildings. Depreciation expense
was $10,304,000 and $10,721,000 for the years ended December 31, 2013 and 2012,
respectively. Statutory basis investment income and operating expenses include rent for
the Company’s occupancy of this property. At December 31, 2013 and 2012, the related
rental income and expense recorded on this property totaled $33,956,972 and
$47,098,000, respectively.
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15.

16.

17.

18.

19.

20.

The Company’s service center located in Southfield, Michigan, was sold in October
2012 for its carrying value of $6,250,000.

Long-Lived Assets - Long-lived assets held and used by the Company are reviewed for
impairment based on market factors and operational considerations whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. Long-lived assets ‘held for sale” are no longer depreciated. The Company
writes down the carrying amount of the long-lived asset to its fair value once the
impairment has been determined.

Securities Lending Receivables and Payables — In compliance with SSAP No. 91R,
Accounting for Transfers and Servicing of Financial Assets and Extinguishment of
Liabilities, the Company records a security lending asset and an offsetting security
lending payable, for the underlying cash collateral received in security lending
transactions, in its statutory basis financial statements.

Intangible Assets — The Company carries intangible assets consisting of customer
contracts, provider networks, and trademarks resulting from the acquisition of
subsidiaries. Under NAIC SAP, these intangible assets are treated as non-admitted
assets.

Experience Rated Groups — A liability is recognized for experience-rated group
contracts as a result of favorable experience based on an actuarial estimate of
underwriting gains, which will be returned to groups either as cash refunds or future rate
reductions. Under terms of most of the experience-rated group contracts, recovery, if
any, of underwriting losses through future rate increases is not recognized until
received.

Employee Benefit Plans —The Company'’s obligations related to its defined benefit
pensions and post-retirement health care and other postretirement defined benefits are
estimated using actuarial determined estimates.

Medicare Advantage Benefits — The Company provides Medicare eligible beneficiaries
with a managed care alternative to traditional Medicare. Medicare Advantage special
needs plans provide tailored benefits to Medicare beneficiaries who have chronic
diseases and also cover certain dual eligible customers, which represent low-income
seniors and persons under age 65 with disabilities who are enrolled in both Medicare
and Medicaid plans.

Under this model, there is a potential for the collection of additional premium. However,
the adjustment does not occur in the initial year of enrollment, but in the subsequent
periods discussed above, after the Company has compiled and submitted medical
diagnosis information to the Centers for Medicare & Medicaid Services (CMS). The
Company records revenues and a receivable from CMS based on the estimate of the
members risk scores which may be adjusted in the following year as a result of an
annual settlement with CMS. In 2013 and 2012, the Company recorded prior year risk
score revenue adjustments that increased the current year revenue by approximately
$19,692,000 and $3,878,000, respectively.

Prescription Drug Benefits under Medicare Part D — The Company offers a prescription
drug plan to Medicare and dual eligible (Medicare and Medicaid) beneficiaries.
Pharmacy benefits under Medicare Part D plans may vary in terms of coverage levels
and out-of-pocket costs for beneficiary premiums, deductibles, and coinsurance.
However, all Medicare Part D plans must offer either “standard coverage” or its actuarial
equivalent (with out-of-pocket threshold and deductible amounts that do not exceed
those of standard coverage). These “defined standard” benefits represent the minimum
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21.

level of benefits required under law. In addition to defined standard plans, the Company
offers other prescription drug plans containing benefits in excess of the standard
coverage limits, in many cases for an additional beneficiary premium.

Coverage Gap Discount Program (CGDP) — Members that incur drug costs for
branded drugs in the coverage gap are entitled to a 50% discount from the
manufacturer. Under the CGDP, The Company receives monthly prospective payments
from CMS. These prospective payments provide cash flow to Medicare Part D sponsors
for advancing the gap discounts at the point of sale. On a quarterly basis, CMS invoices
the manufacturers for discounts provided by the Company. Manufacturers remit
payments for invoiced amounts directly to the Company. The prospective payments
made to the Company are reduced by the discount amounts invoiced to manufacturers.
CGDP advance payments are recorded as other liabilities in the Liabilities, Capital and
Surplus. Receivables are set up for manufacturer invoiced amounts. Manufacturer
payments reduce the receivable as payments are received. After the end of the contract
year, during Medicare Part D Payment reconciliation for the CGDP, CMS will perform a
cost based reconciliation to ensure the Company is paid for gap discounts advanced at
the point of sale.

The CMS premium, the member premium, and the low-income premium subsidy
represent payments for the Company’s insurance risk coverage and, therefore, are
recorded as premium revenues in the Statement of Revenue and Expenses. Premium
revenues are recognized ratably over the period in which eligible individuals are entitled
to receive prescription drug benefits. Premium payments received in advance of the
applicable service period are recorded as unearned premiums.

Catastrophic reinsurance subsidy and the low-income member cost sharing subsidies
represent cost reimbursements under the Medicare Part D program. The Company is
fully reimbursed by CMS for costs incurred for these contract elements and,
accordingly, there is no insurance risk to the Company. Amounts received for these
subsidies are not considered premium revenue, but are accounted as ASC revenue
when the corresponding claims are paid. The reimbursement is recorded as net
receivables and the outstanding advance is recorded as other liabilities in the Liabilities,
Capital and Surplus.

Pharmacy benefit costs and administrative costs under the contract are expensed as
incurred and are recognized in medical costs and operating costs, respectively, in the
Statement of Revenue and Expenses. Pharmacy benefit costs are recognized net of

rebates. The Company has subcontracted third party vendors for certain membership
enrollment and pharmacy claims administration.

Industry Concentration - The Company conducts business within the state of Michigan.
A significant portion of the Company’s customer base is concentrated in companies that
are part of the automobile manufacturing industry. Receivables from the significant
customers in this industry are $102,896,000 and $76,010,000 at December 31, 2013
and 2012, respectively. These receivables primarily represent reimbursable claims and
administrative fees for services provided to them as part of their ASC arrangements
with the Company. The Company held cash advances from these customers of
$10,685,000 and $9,000,000 at December 31, 2013 and 2012, respectively, to partially
offset these receivables. Under an ASC arrangement, the group sponsor retains the
primary financial responsibility for the underwriting risk of its employees. The Company
retains an element of credit risk to providers in the event reimbursement is not received
from the plan sponsor. In addition, the Company holds investments in these customers’
equity securities, corporate bonds, commercial paper, and medium-term notes with a
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total fair value of $26,252,000 and $7,689,000 at December 31, 2013 and 2012,
respectively.

22. Michigan Claims Tax — The Company bears the inherent credit risk of uncollectibility of
the tax from customers and therefore records the tax under the gross method, whereby
claims taxes collected and paid are recorded as revenue and expense, respectively.
The claims tax revenue amounts collected are included in aggregate write-ins for other
health related revenues while the claims tax expense are included in the general
administrative expenses line in the statement of revenues and expenses.

23. Income Tax — Income tax is comprised of current and deferred tax expense. Income
tax is recognized in the statement of revenue and expenses except to the extent that it
relates to items recognized directly within surplus. Current tax is the expected tax
payable on the taxable income for the year, using tax rates enacted at the reporting
date, and any adjustment to tax payable in respect of previous years. The Company’s
provision for income taxes and deferred tax assets and liabilities reflect the Company’s
assessment of estimated future taxes to be paid on items in the statutory basis financial
statements.

Deferred tax assets and liabilities are recognized, using the balance sheet method, for
the expected tax consequences of temporary differences between the carrying amounts
of assets and liabilities and the amounts used for taxation purposes. Deferred tax is
measured at the tax rates that are expected to be applied to temporary differences
when they reverse, based on the laws that have been enacted by the reporting date.
Under current tax law, the Company is subject to a 20% Alternative Minimum Tax
(AMT) rate. Given the preference items afforded Blue Cross and Blue Shield
organizations, management believes it is likely to remain an AMT taxpayer. The
deferred tax assets are recorded at the regular corporate tax rate of 35% and a
valuation allowance has been established for the difference between the value of the
asset at the regular tax rate and its likely value at the AMT rate.

The Company currently recognizes deferred tax assets for AMT credits, accrued
expenses associated with pension and post retirement benefits, premium deficiency
reserves, and other deductible temporary differences to the extent that it is probable
that future taxable profits will be available against which they can be utilized. The
ultimate realization of deferred tax assets is dependent upon the generation of future
taxable income during the periods when the deferred tax assets become deductible in
the tax return. Management considers the scheduled reversal of deferred tax liabilities,
projected future taxable income, and tax planning strategies in making this assessment.
Deferred tax liabilities include unrealized gains on investments and depreciation and
amortization.

ACCOUNTING CHANGES AND CORRECTIONS OF ERRORS — None
BUSINESS COMBINATIONS — NOT APPLICABLE
DISCONTINUED OPERATIONS — NOT APPLICABLE
INVESTMENTS
A. Mortgage Loans — The Company’s service center located in Southfield, Michigan, was

sold in October 2012 for its carrying value of $6,250,000. The Company holds a
promissory note, with an annual interest rate of 4%, in the amount of $4,250,000,
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receivable in two annual installment payments on or before October 26th of the year
following this reporting period.

B. Debt Restructuring — NOT APPLICABLE
C. Reverse Mortgages — NOT APPLICABLE
D. Loan-Backed Securities —

1) Loan-backed securities designated highest-quality and high-quality (NAIC designations
1 and 2, respectively) are reported at amortized cost; securities that are designated
medium quality, low quality, lowest quality and in or near default (NAIC designations 3
to 6, respectively) shall be reported at the lower of amortized cost or fair value.
Premiums and discounts on loan-backed bonds and structured securities are amortized
using the retrospective method based on anticipated prepayments at the date of
purchase. Prepayment assumptions are obtained from broker-dealer survey values or
internal estimates. Changes in estimated cash flows from the original purchase
assumptions are accounted for using the prospective method.

2)

1 2 3
Amortized Cost
Basis Before Other-
Than Temporary-

Other-than-Temporary

Impairment Recognized Fair Value

Impairment in Loss 1-2

OTTI recognized 1st Quarter
a. Intent to sell S - S - S -

Intent or lack of ability to retain

the investment in the security

for a period of time sufficient to

. recover the amortized cost basis S - S - S -

c. Total 1st Quarter S - S - S -
OTTI recognized 2nd Quarter
d. Intent to sell S S S

Intent or lack of ability to retain

the investment in the security

for a period of time sufficient to
e. recover the amortized cost basis S 851,344.09 S 17,202.70 S 834,141.39
f. Total 2nd Quarter S 851,344.09 S 17,202.70 S 834,141.39
OTTI recognized 3rd Quarter
g. Intent to sell S S S

Intent or lack of ability to retain

the investment in the security

for a period of time sufficient to
h. recover the amortized cost basis S 211,148.73 S 1,913.73 S 209,235.00
i. Total 3rd Quarter S 211,148.73 S 1,913.73 S 209,235.00
OTTI recognized 4th Quarter
j- Intent to sell S S S

Intent or lack of ability to retain

the investment in the security

for a period of time sufficient to
k. recover the amortized cost basis 564,153,281.74 562,776,168.70 S 1,377,113.04
1. Total 4th Quarter 564,153,281.74 562,776,168.70 S 1,377,113.04
m. Annual Aggregate Total 565,215,774.56 562,795,285.13 S 2,420,489.43
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3)
1 2 3 4 5 6 7
Book/Adjust Carrying Amortized Cost After
Value Amortized Cost| Present Value of [Recognized Other- Other-Than- Date of Financial
Before Current Period| Projected Cash | Than-Temporary Temporary Fair Value at |Statement Where
CUsIP OTTI Flows Impairment Impairment Time of OTTI Reported
023650AH7 172,113 163,491 8,621 163,491 163,491 06.30.2013
210795QD5 647,203 639,450 7,753 639,450 639,450 06.30.2013
90345WAE4 32,028 31,200 828 31,200 31,200 06.30.2013
90345WAE4 31,149 30,675 474 30,675 30,675 09.30.2013
90931QAA5 180,000 178,560 1,440 178,560 178,560 09.30.2013
12626GAF0 14,820,894 14,698,138 122,757 14,698,138 14,698,138 12.31.2013
12630BBA5 25,798,102 25,641,100 157,002 25,641,100 25,641,100 12.31.2013
3128M9545 21,259,004 21,249,404 9,600 21,249,404 21,249,404 12.31.2013
3128MJTEO 7,264,435 7,200,916 63,519 7,200,916 7,200,916 12.31.2013
3128MITF7 16,501,240 16,346,288 154,952 16,346,288 16,346,288 12.31.2013
3128MJTJ9 21,282,265 21,082,277 199,989 21,082,277 21,082,277 12.31.2013
3128MMRC9 5,820,389 5,811,313 9,077 5,811,313 5,811,313 12.31.2013
3128MMRL9 70,449,290 70,130,825 318,465 70,130,825 70,130,825 12.31.2013
31292SBS8 14,330,918 14,195,088 135,830 14,195,088 14,195,088 12.31.2013
31307EFB5 35,472,303 35,429,741 42,562 35,429,741 35,429,741 12.31.2013
31307EMT8 33,117,662 33,071,382 46,279 33,071,382 33,071,382 12.31.2013
31307EMUS 32,690,496 32,640,452 50,044 32,640,452 32,640,452 12.31.2013
31307FGX3 33,664,165 33,412,855 251,310 33,412,855 33,412,855 12.31.2013
3132GFAD9 40,842,206 40,806,232 35,974 40,806,232 40,806,232 12.31.2013
3132JN6AO 9,854,517 9,757,709 96,808 9,757,709 9,757,709 12.31.2013
3132JNSB4 2,026,164 2,003,464 22,700 2,003,464 2,003,464 12.31.2013
3132JNYY7 34,313,846 34,286,781 27,065 34,286,781 34,286,781 12.31.2013
3132JPGZ9 3,927,927 3,913,229 14,698 3,913,229 3,913,229 12.31.2013
3132JPK50 5,280,471 5,235,951 44,520 5,235,951 5,235,951 12.31.2013
3132JPN73 9,381,240 9,294,093 87,147 9,294,093 9,294,093 12.31.2013
3132JPSFO 6,434,597 6,376,024 58,573 6,376,024 6,376,024 12.31.2013
3132JQD80 7,143,797 7,086,070 57,727 7,086,070 7,086,070 12.31.2013
3132JQGY0 5,201,686 5,158,825 42,861 5,158,825 5,158,825 12.31.2013
3132KELZ6 41,721,923 41,693,501 28,422 41,693,501 41,693,501 12.31.2013
46640NAE8 18,363,585 18,220,381 143,204 18,220,381 18,220,381 12.31.2013
46641BADS 31,862,305 31,682,930 179,375 31,682,930 31,682,930 12.31.2013
96221QAE3 15,327,854 15,326,940 914 15,326,940 15,326,940 12.31.2013
Total 565,215,775 562,795,285 2,420,489 562,795,285 562,795,285

4) NOT APPLICABLE

E. Repurchase Agreements and/or Securities Lending Transactions
1) Repurchase Agreements — NOT APPLICABLE
2) The Company has no pledged assets under its security lending transaction agreement.

3) The Company, in the normal course of business, enters into a security lending
agreement with a custodian bank. Under this agreement, the Company requires
collateral approximating at least 102% of the value of the securities loaned. The
Company receives cash and non-cash collateral. The cash collateral is reinvested by
the custodian bank in commingled trusts. The non-cash collateral is maintained in a
separate account until the transaction is completed. The security lending agreement is
primarily overnight in nature and subject to renewal or termination.
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At December 31, 2013, for its loaned securities of $12,405,215, the Company received
cash collateral of $12,673,388. The fair value of the cash collateral received is
$12,572,328. During 2013, there were no non-cash collateral transactions.

Amortized Cost

Securities Lending

a)
b)
c)
d)

F. Real Estate

Open $
30 Days or Less

31 to 60 Days

61 to 90 Days

91 to 120 Days

121 to 180 Days

181 to 365 Days

1to 2 Years

2to 3 Years

Greater Than 3 Years

12,673,388

Fair Value

$ 12,572,328

Sub-Total
Securities Received

$ 12,673,388

$ 12,572,328

Total Collateral Received $ 12,673,388

— NOT APPLICABLE

G. Low-Income Housing Tax Credits — NOT APPLICABLE

H. Restricted Assets

Restricted Asset
Category

On deposit with
State of MI $
Pledged as

collateral not
captured in other
categories $

Total Restricted

Assets $

Total Gross
Restricted
from Prior Year

Total Gross
Restricted from

Current Year ecrease

299,982 $ N/A $
1,333,686,934 $ N/A $ 1,333,
1,333,986,916 $ N/A $ 1,333,

I. Other Restricted Assets — NOT APPLICABLE

J. Total Restricted Assets — NOT APPLICABLE

6.

Increase/D Total Current Year
Admitted Restricted

$ 12,572,328

Percentage
Admitted
Restricted to

Percentage
Gross

Restrictedto  Total Admitted

Total Assets Assets
299,982 0.004% 0.004%
686,934 16.548% 17.287%
986,916 16.552% 17.290%

JOINT VENTURES, PARTNERSHIPS, AND LIMITED LIABILITY COMPANIES

A. The Company has no investment in joint ventures, partnerships or limited liability
companies that exceed 10% of its net admitted assets.
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B. In 2012, the Company’s ownership in Bloom Health was reduced from 28.7% to 26.05%
interest. Bloom is an early stage company that provides solutions to enable employers to
move to a defined contribution health care and benefits model. Products include account
administration for employers and trusts, and personal benefit shopping tools for
employees and members to select and interact with benefit packages. In June 2013, due
to the continued net losses from operations, the Company'’s investment in Bloom Health of
$10,406,000 was written off.

At December 31, 2012, the Company recognized approximately $802,000 of impairment
write-down for its investment in joint ventures, partnerships and limited liability companies.

7. INVESTMENT INCOME

A. Investment income due and accrued with amounts that are over 90 days past due will be
non-admitted.

B. Investment income receivable non-admitted at December 31, 2013 and 2012 was $0 and
$26,655, respectively.

In accordance with the Company’s impairment policy, securities that have a fair market
value that is below amortized cost are considered impaired and are analyzed and reviewed
by management to determine if the impairment is other-than-temporary. Factors taken into
account for each individual security include the length of time and extent to which the fair
value has been less than the carrying value, the underlying financial condition and the
specific circumstances that are impacting the issuer in the marketplace.

For internally managed debt securities, other-than-temporary impairment (OTTI) is present
when a credit loss is determined to exist for the underlying security or the Company has
the intent to sell the security before anticipated recovery of the amortized cost of the
security or the Company has intent to hold and anticipates that the security will not
recover. For loan-backed securities, if the Company has the ability and intent to hold the
security to maturity, but does not expect recovery of the carrying value, the credit portion of
the decline is recognized as an impairment loss. Interest-related impairments are not
recognized as an impairment loss. Specific criteria for evaluating debt securities for
impairment include the length of time and extent to which the fair market value was below
carrying value, NAIC ratings, interest-coverage ratios, and ratings outlook. For equity
securities that are internally managed, the Company evaluates whether it has the intent
and ability to hold the security using a five-year rolling average to determine if there will be
a full recovery in value. For internally managed investments with market values below cost
that were determined not to have OTTI, the Company regularly monitors the existing
unrealized losses and evaluates potential impairments to determine if OTTI needs to be
recorded. For investments managed by outside investment managers, OTTI is presumed
to exist when market values are below cost because the Company cannot assert the
“intent and ability to hold to recovery.”

For investments managed by outside investment managers, OTTI is presumed to exist
when market values are below cost because the Company cannot assert the “intent and
ability to hold to recovery.” As of December 31, 2013 and 2012, the write-down of OTTI
losses to fair market value for debt securities was approximately $25,763,000 and
$12,483,000, respectively. The write down of OTTI losses for equity securities for the
periods ended December 31, 2013 and 2012 was approximately $10,089,000 and
$14,972,000, respectively.
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8. DERIVATIVE INSTRUMENTS — NOT APPLICABLE
9. INCOME TAXES
A. The components of the net deferred tax asset/(liability) at December 31 are as follows:
1. 12/31/2013 12/31/2012
@) @ @) @) ) )
(Col 1+2) (Col 4+5)

Description Ordinary Capital Total Ordinary Capital Total

(a) Gross deferred tax assets $ 263,901,427 S - $ 263,901,427 $ 173,722,346 S - $ 173,722,346

(b) Statutoryvaluation allowance

(c) Adjusted gross deferred tax assets
(1a-1b)

(d) Deferred Tax Assets Nonadmitted

(e) Subtotal Net Admitted Deferred Tax Asset
(1c-1d)

Deferred Tax Liabilities

Net Admitted Deferred Tax Asset/

(Net Deferred Tax Liability)

(1c-1d)

(f)
(8)

oY

Admission Calculation Components SSAP No. 101

Federal Income Taxes Paid In Prior Years
Recoverable Through Loss Carrybacks
Adjusted Gross Deferred TaxAssets
Expected To Be Realized (Excluding The
Amount Of Deferred TaxAssets From 2(a)
Above) After Application of the Threshold
Limitation. (The Lesser of 2(b)1 and 2(b)2
Below)
1. Adjusted Gross Deferred TaxAssets
Expected To Be Realized Following
The Balance Sheet Date
2. Adjusted Gross Deferred TaxAssets
Allowed per Limitation Threshold
Adjusted Gross Deferred TaxAssets
(Excluding The Amount Of Deferred Tax
Assets from 2(a)and 2(b) Above) Offset by
Gross Deferred TaxLiabilities
Deferred TaxAssets Admitted as the result
of application of SSAP No. 101
Total (2(a) +2(b) +2(c))

(a)

(b)

(c)

(d)

263,901,427

(15,482,862)

263,901,427

(15,482,862)

173,722,346

173,722,346

248,418,565
(108,930,653)

248,418,565
(108,930,653)

173,722,346
(73,867,102)

173,722,346
(73,867,102)

$ 139,487,912 S - $ 139,487,912 $ 99,855,244 S - $ 99,855,244
12/31/2013 12/31/2012
(1) (2) (3) @) (5) (6)
(Col 142) (Col 445)
Ordinary Capital Total Ordinary Capital Total
139,487,912 - 139,487,912 109,845,614 - 109,845,614
139,487,912 - 139,487,912 109,845,614 - 109,845,614
XXX XXX XXX XXX XXX XXX
108,930,653 - 108,930,653 63,876,732 - 63,876,732
S 248,418,565 S - S 248,418,565 $ 173,722,346 S - S 173,722,346
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1.

(a)
(b)

(c)
(d)
(e)

U]
(8)

Y

Description

Gross deferred taxassets
Statutory valuation allowance

Adjusted gross deferred taxassets
(1a-1b)

Deferred TaxAssets Nonadmitted
Subtotal Net Admitted Deferred TaxAsset
(1c-1d)

Deferred TaxLiabilities

Net Admitted Deferred TaxAsset/

(Net Deferred TaxLiability)

(1c-1d)

Admission Calculation Components SSAP No. 101

(@)

(b)

(c)

(d)

Federal Income Taxes Paid In Prior Years
Recoverable Through Loss Carrybacks
Adjusted Gross Deferred TaxAssets
Expected To Be Realized (Excluding The
Amount Of Deferred TaxAssets From 2(a)
Above) After Application ofthe Threshold
Limitation. (The Lesser of 2(b)1 and 2(b)2
Below)
1. Adjusted Gross Deferred TaxAssets
Expected To Be Realized Following
The Balance Sheet Date
2. Adjusted Gross Deferred TaxAssets
Allowed per Limitation Threshold
Adjusted Gross Deferred TaxAssets
(Excluding The Amount Of Deferred Tax
Assets from 2(a) and 2(b) Above) Offset by
Gross Deferred TaxLiabilities
Deferred TaxAssets Admitted as the result
ofapplication of SSAP No. 101
Total (2(a) +2(b) +2(c))

BLUE CROSS BLUE SHIELD OF MICHIGAN MUTUAL INSURANCE COMPANY

(a) Ratio percentage used to determine recovery period and threshold

limitation amount

Change
(7) (8) (9)
(Col 7+48)
Ordinary Capital Total
$ 90,179,081 S - $ 90,179,081
90,179,081 - 90,179,081
(15,482,862) - (15,482,862)
74,696,219 - 74,696,219
(35,063,551) - (35,063,551)
S 39,632,668 S - S 39,632,668
Change
(7) (8) (9)
(Col 849)
Ordinary Capital Total
$ - $ - $ -
29,642,298 - 29,642,298
29,642,298 - 29,642,298
XXX XXX XXX
45,053,921 - 45,053,921
S 74,696,219 S - $ 74,696,219
2013 2012
15% 15%

(b) Amount ot adjusted capital and surplus used to determine

recovery period and threshold limitation in 2(b)(2) above
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4.

Impact of Tax-Planning Strategies

Determination of adjusted gross
deferred tax assets and net

admitted deferred tax assets by
character as a percentage

Adjusted gross DTAs amount

from note 9A1(c) 139,487,912
Percentage of adjusted gross

DTAs by tax character

attributable to the impact

of tax planning strategies

net admitted adjusted gross

DTAs amount from note

9A1(e) N/A
Percentage of net admitted

gross DTAs by tax character
admitted because of the

impact of tax planning
strategies N/A

Does the company's tax-planning strategies include the use of reinsurance?

B. The Company has met the necessary Risk-Based Capital levels to be able to admit the
increased amount of deferred tax assets under SSAP No. 101 — A Replacement of
SSAP No. 10R and SSAP No.10. In 2013 the DTA admitted asset thresholds of SSAP
No. 101 paragraph 9A(2)b2 were exceeded therefore the increase in admitted DTA
under SSAP No. 101 paragraph 9A(2)b1 for 2013 was $139,487,912. In 2012 the DTA
admitted asset thresholds of SSAP No.101 paragraph 9A(2)b2 were exceeded and the

increase in admitted DTA under SSAP No0.101 paragraph 9A(2)b1 for 2012 was

$109,845,614.

In 2013, there are no temporary differences for which a DTL has not been established.

C. Current income taxes incurred consist of the following major components:

@)
(b)
(©)
(d)
(e)
®
)

Current Income Tax

Federal

Foreign

Subtotal

Federal income tax on net capital gains
Utilization of capital loss carry-forwards
Other

Federal and foreign income taxes incurred

December 31, 2013 December 31, 2012 Change
@ @ 3 @ ®) 6)
(Col 2-4)
Ordinary Capital Ordinary Capital (Col 1-3) Ordinary Capital
- 109,845,614 - 29,642,298
N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A
Yes No_ X

(1) (2 3)

(Col 1-2)

12/31/2013 12/31/2012 Change
$ (21,564,534) $ (16,550,957) $  (5,013,577)
$ (21,564,534) $ (16,550,957) $  (5,013,577)
21,394,494 30,403,783 $  (9,009,289)
(3,869,049) 20,299,638 (24,168,687)
$ (4,039,089 $ 34152464 $ (38,191,553)

The change in net deferred income taxes is composed of the following (this analysis is
exclusive of non-admitted assets as the change in non-admitted assets is reported

26.16




Statement as of December 31, 2013 ofthe BLUE CROSS BLUE SHIELD OF MICHIGAN MUTUAL INSURANCE COMPANY

separately from the change in net deferred income taxes in the surplus section of the

annual statement):

Deferred Tax Assets:

(®) Ordinary

(1) Discounting of unpaid losses
(2) Unearned premium reserve
(3) Policyholder reserves
(4) Investments
(5) Deferred acquisition costs
(6) Policyholder dividends accrual
(7) Fixed assets
(8) Compensation and benefits accrual
(9) Pension accrual

(10) Receivables — nonadmitted

(11) Net operating loss carry-forward

(12) Tax credit carry-forward

(13) Other (including items <5% of total ordinary tax assets)
(99) Subtotal

(b) Statutory valuation allowance adjustment
(c) Nonadmitted

(d) Admitted ordinary deferred tax assets (2a99 — 2b — 2c)

(e) Capital:

(1) Investments

(2) Net capital loss carry-forward

(3) Real estate

(4) Other (including items <5% of total capital tax assets)
(99) Subtotal

() Statutory valuation allowance adjustment

(9) Nonadmitted
(h) Admitted capital deferred tax assets (2e99 — 2f — 2g)

(@

Admitted deferred tax assets (2d + 2h)

Deferred Tax Liabilities:

(a) Ordinary

(1) Investments

(2) Fixed assets

(3) Deferred and uncollected premium

(4) Policyholder reserves

(5) Other (including items <5% of total ordinary tax liabilities)
(99) Subtotal

(b) Capital:

(1) Investments
(2) Real estate

(3) Other (including items <5% of total capital tax liabilities)
(99) Subtotal

(c) Deferred tax liabilities (3299 + 3b99)

Net deferred tax assets/liabilities (2i — 3c)

26.17

$ 10,065,955 $ 1,210,159 $ 8,855,796
21,067,085 - 21,067,085
125,911,927 76,476,910 49,435,017
106,856,460 96,035,277 10,821,183
$ 263,901,427 $ 173,722,346 $ 90,179,081
15,482,862 - 15,482,862
$ 248,418,565 $ 173,722,346 $ 74,696,219
$ -8 -8 -
$ - s - s -
$ 248,418,565 $ 173,722,346 $ 74,696,219
$ 51,714,271 $ 20,161,579 $ 31,552,692
30,806,758 34,127,586 (3,320,828)
26,409,624 19,577,937 6,831,687
$ 108,930,653 $ 73,867,102 $ 35,063,551
$ -8 - -
$ 108,930,653 $ 73,867,102 35,063,551
$ 139,487,912 $ 99,855,244 39,632,668
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D. The actual effective tax rate differs from the effective Alternative Minimum Tax (AMT)
rate of 20 % primarily due to the tax impact recognized on the tax adjustments
attributable to prior years.

E. Under the current tax law, the Company is afforded a special deduction under IRC
Section 833(b) for claims and administrative expenses, which typically reduces taxable
income to zero on an annual basis. However, under the Alternative Minimum Tax
(AMT) structure, this deduction is a tax preference item, thereby subjecting the
Corporation to the 20% AMT rate. At December 31, 2013 and 2012, the Corporation
has recorded a deferred tax asset of $ 584,918,298 and $584,917,732, respectively
representing the amount of the AMT credit carryforward, which may be used to reduce
its regular tax liability, in the event the Company’s regular tax liability is greater than its
AMT. However, even though the credit can be carried forward indefinitely and will not
expire, the credit is not carried as a deferred tax asset, because no utilization of the
credit can occur unless either: a) the Company’s tax preferences as a Blue Cross and
Blue Shield organization are legislatively repealed; or b) the Company fails the medical
loss ratio under IRC §833(c)(5).

F. The Company and its taxable subsidiaries AFHI and LifeSecure file a consolidated
federal income tax return. Each taxable subsidiary is responsible for its own federal tax
liability and the Company has tax sharing agreements in place with AFHI and
LifeSecure. At December 31, 2013, certain tax years remain open to examination by the
IRS. During the year ended December 31, 2013, the Company settled the audit of its
2006 through 2009 federal tax returns. This resulted in a tax benefit of $4,087,569. In
addition, during the year ended December 31, 2013 the corporation recorded a benefit
of $1,025,644 for 2010-2011 agreed audit adjustments.

G. Under SSAP No. 5R, the Company is required to evaluate all tax positions as to their
relative uncertainty and certainty. The Corporation recognizes accrued interest and
penalties related to uncertain income tax positions in federal income tax expense. For
the years ended December 31, 2013, and 2012, $0, and $9,538,824, respectively, were
accrued for interest and penalties with the cumulative accrued balance totaling $0 at
December 31, 2013, and $ 9,538,824 at December 31, 2012. The Company does not
expect there to be a significant change in uncertain tax positions within the next 12
months.

SSAP No. 101 normally allows the Company to recognize gross DTA in excess of gross
DTL only to the extent that the gross DTA in excess of gross DTL are expected to be
realized within three years of the balance sheet date, not to exceed 15% of the
Company’s adjusted capital and surplus. In applying the criteria under SSAP No. 101 to
determine its gross adjusted deferred tax assets of $263,901,427, and net admitted tax
assets of $154,970,774 in 2013, the Company did not utilize any explicit tax planning
strategies in 2013 or 2012. Likewise, in applying the criteria of SSAP No. 101 to
determine its gross adjusted deferred tax assets of $173,722,346 and net admitted tax
assets of $99,855,244 in 2012, the Company did not utilize any explicit tax planning
strategies in 2012.

At December 31, 2013 and 2012, the Corporation had unused federal net operating loss
carryforward amounts of approximately $185,000,000 for both years, respectively,
which can be used to offset future tax liabilities. The loss carry forwards begin to expire
in 2027.

The Company did not have any protective tax deposits under Section 6603 of the
Internal Revenue Code at 12/31/2013.
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10.

INFORMATION CONCERNING PARENT, SUBSIDIARIES AND AFFILIATES AND OTHER
RELATED PARTIES

The Company has agreements with each of its wholly owned subsidiaries under which both
or either parties may provide services to each other. The agreements provide for monthly
payments and a year-end settlement based on actual cost of services performed. All
related-party receivable and payable balances are recorded as either amounts due to or
from subsidiaries and affiliates.

Also, the Company has service contracts with its affiliates, NASCO, LLC, Bloom Health,
and BMH, LLC. NASCO provides Blue plans with the ability to support national accounts’
benefit administration in a centralized, uniform manner. As such, the Company’s operating
expense includes charges for system fee payments to NASCO. Reimbursements received
under ASC group arrangements are recorded as a recovery of the fee through operating
expense.

Bloom Health - an early stage company that provides solutions to enable employers to
move to a defined contribution health care and benefits model. Products include account
administration for employers and trusts, and personal benefit shopping tools for employees
and members to select and interact with benefit packages.

The Company partnered with Bloom Health to assist in the development of a platform for
enhanced health plan functionality. This includes a decision support tool and integrating the
Company’s current account administrator, and the development of potential single point for
underwriting, consumer analytics and other insurance and financial products. During 2013
and 2012, the Company recorded $458,000 and $1,900,000 for fees paid to Bloom Health
for administrative and development costs. As well in 2013, the Corporation entered into an
agreement with Bloom Health for the prepayment of $12,000,000 in service fees.

BMH, LLC - The Company’s strategic investment in BMH is aligned with its initiatives to
grow the Medicaid portion of the business. During 2013, the Company incurred $7,777,000
for administrative service fees paid to BMH. There were no material transactions between
the Corporation and BMH in 2012.

All inter-company receivables are primarily due to management and administrative services
performed by the Company. In addition, as described in Note 12, an intercompany
receivable in the amount of $72,152,782 was established for postretirement costs that will
be paid to the Company by BCN of Michigan (BCNM) over a 20-year period as a result of
the BCNM employees becoming the Company employees effective January 1, 2010. The
outstanding balance of this intercompany receivable as of December 31, 2013 and 2012, is
$54,114,587 and $57,722,225, respectively.

All inter-company payables are primarily attributable to hospital settlement recoveries
attributable to BCNM of $38,400,573 and $47,603,970, in 2013, and 2012, respectively.
Under this agreement, BCNM'’s portion of underpayments due to hospitals or overpayment
recoveries from hospitals will be established as a receivable or payable by the Company as
applicable.

The Company also performs various claims processing and management services for its
subsidiaries and affiliates. During 2013 and 2012, these services performed for its
subsidiaries and affiliates totaled $1,303,517,447 and $956,779,769 respectively. No
dividends were declared from the subsidiaries in 2013 or 2012.

The Company has provided the following guarantees for its subsidiaries:
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BCNM - In accordance with the Blue Cross Blue Shield Association guidelines, the
Company guarantees to the full extent of its assets, all of the contractual and financial
obligations of BCNM and Blue Care of Michigan, Inc. (BCMI), and their subsidiaries, to its
customers. The total liability reported on BCNM'’s statutory basis financial statements in
accordance with DIFS was $593,840,000 and $675,341,000 as of December 31, 2013 and
2012, respectively. As of December 31, 2013, BCNM and BCMI minimum capital threshold
is approximately $177,000,000. BCNM and BCMI statutory surplus is approximately
$1,006,348,000 as of December 31, 2013.

LifeSecure - The Company shall take all actions reasonably necessary to ensure that
LifeSecure is in compliance with the states of Rhode Island, California, and New Jersey’s
statutory requirements, including maintaining a level of capital and surplus greater than the
RBC at 250% authorized control level and not less than the statutory minimum capital and
surplus required by the applicable provisions of the insurance codes of the respective
states. At December 31, 2013, LifeSecure minimum capital and surplus threshold based on
the above requirement is approximately $10,200,000. LifeSecure statutory capital and
surplus is approximately $20,232,000 as of December 31, 2013. In addition, the Company
executed a financial guaranty agreement with American Fidelity Assurance Company (AFA)
to facilitate a reinsurance transaction between LifeSecure and AFA. The Company’s
maximum guaranty represents the total benefit liabilities under the reinsurance contract,
which approximates $71,847,000 as of December 31, 2013.

EIN - As part of the lease transaction with EIN, the Company has executed a financial
guarantee with the lessor in the event that EIN fails to pay any amounts due and owing
under the lease. The approximate net present value of the rent obligation for the 15-year
lease-term is $69,086,000.

BMH, LLC — Please refer to Footnote No.14 for detailed disclosure.

11. DEBT
A. The carrying value of the outstanding loans as of December 31, 2013 and 2012 is as
follows:
12/31/2013 12/31/2012
Federal Home Loan Bank of Indianapolis (FHLBI): 0.19%,
due 2016 $ 46,000,000 $ 46,000,000
FHLBI: 0.34% - 3.40%, due 2013 - 2018 (includes accrued
interest) 1,127,176,606 992,911,591
Bank of Nevada secured debt: 4.73% due 2013 8,349,958
RBS Asset secured debt: 3.46% - 4.65%, due 2013 - 2014 4,151,857 14,695,212
Total outstanding debt $ 1,177,328,463 $ 1,061,956,761

Total debt interest expense as of December 31, 2013 and 2012 was $18,763,073 and
$19,317,716 respectively.

As of December 31, 2013 and 2012, the carrying value and fair value of the outstanding
debt was $1,177,328,463 and $1,061,956,961, respectively. The Company used a
discounted cash flow method in determining fair value of outstanding debt. The Company
estimated fair value based on its own assumptions about future cash flows and
appropriate adjusted discount factors. The use of assumptions constitutes a level 3
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categorization for fair market value determination due to the use of significant
unobservable inputs used in determining the fair market value.

B. Federal Home Loan Agreements —

1) The Company is a member of the Federal Home Loan Bank of Indianapolis (FHLBI).
Through its membership, the Company has a $2,000,000,000 credit facility of which
borrowings longer than a year are limited to $1,500,000,000. It is part of the Company’s
strategy to utilize these funds for operations, and any funds obtained from the FHLBI for
use in general operations would be accounted for consistent with SSAP No. 15 Debt
and Holding Company Obligations as borrowed money.

The following table indicates the amount of FHLBI stock purchased, collateral pledges,
assets and liabilities related to the agreement with FHLBI.

12/31/2013 12/31/2012

2) FHLBI stock purchased/owned as part of

the agreement $ 63,056,500 $ 60,018,030
3) Collateral pledged to the FHLBI $ 1,333,686,934 $ 1,292,127,135
4) Borrowing capacity currently available $ 768,431,558 $ 756,105,305
5) Agreement assets and liabilities

General Account:

a. Assets $ 534,703 $ 2,054

b. Liabilities $ 1,173,176,607 $ 1,038,911,592

Separate Account:

c. Assets $ - $ -

d. Liabilities $ - $ -

12. RETIREMENT PLANS, DEFERRED COMPENSATION, POST EMPLOYMENT BENEFITS
AND COMPENSATED ABSENCES AND OTHER POSTRETIREMENT BENEFIT PLANS

A. Defined Benefit Plan — The Company sponsors two defined benefit pension plans as
follows:

Retirement Account Plan — Non-represented employees who meet specified age and
service requirements participate in this plan which is a cash balance arrangement.
Pension benefits of participants in this plan become vested after three years of service.
Participants have an initial account balance to which interest and earnings credits are
added. Participants employed prior to January 1, 1999, have an initial account balance
based on their accrued benefit under a prior defined benefit plan the Company
sponsored for non-represented employees while non-represented participants hired
after January 1, 1999, have an initial account balance of zero. Subject to an annual 4%
minimum, interest is credited quarterly based on the yield on one year Treasury
constant maturities for the August immediately preceding the plan year. Annual
earnings credits ranging from 3% to 10% based on age and date of hire are credited on
a monthly basis. Employees can elect to receive the lump sum value of their vested
account balance upon termination or can elect monthly payments or a lump sum upon
retirement age.

Represented Employees’ Retirement Income Plan — Represented employees who
meet specified age and service requirements participate in this plan which for
represented employees hired prior to January 1, 2009, is an average final pay plan and
for post January 1, 2009, new hires is a cash balance plan. Participants benefiting
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under the cash balance provisions vest after three years of service while participants
benefiting under the final average pay provisions vest after five years of service. Under
the final average pay provisions, the postretirement monthly benefit is 1.4% times
average monthly earnings times years of credit service. For post January 1, 2009
represented new hires, the plan provides an account balance that grows through
earnings and interest credits similar to the plan for non-represented employees. Each
month, represented employees benefiting under the cash balance provisions receive
earning credits of 6.4% of defined monthly adjusted pay. Interest is credited quarterly
and is based on the yield of the one year Treasury constant maturities for the August
immediately preceding the plan year. Represented participants participating under the
plan’s cash balance provisions can elect to receive the lump sum value of their vested
account balance upon termination or monthly payments or a lump sum at retirement
age. Represented employees participating under the final average pay provision of the
represented employee plan can only elect from various monthly payment options upon
retirement.

Nonqualified Plans — Retirement benefits are provided for a group of key employees
under nonqualified defined benefit pension plans. The general purpose of the plans is to
provide additional retirement benefits to participants who are subject to the contribution
and benefit limitations contained in the IRC. Benefits under the plans are unfunded and

paid out of the general assets of the Company. The PBO for these plans was
$60,401,000 and $42,745,735 as of September 30, 2013 and 2012, respectively.

A summary of assets, obligations, and assumptions of the pension and other
postretirement benefit plans at plan measurement dates of September 30, 2013 and
2012, and as recorded as of December 31, 2013 and 2012, are as follows:

(1) Change in benefit obligation:

a. Pension Benefits

2013

2012

Benefits obligation — beginning of year $ 1,370,019,195 1,143,950,084
Service cost 47,168,318 46,669,369
Interest cost 57,435,161 59,736,490
Actuarial (gain)/loss (127,333,316) 176,000,102
Benefits and administrative expenses paid (58,812,880) (56,359,399)
Amendments 22,775,630 22,549
Benefits obligation — end of year $ 1,311,252,108 1,370,019,195
b. Postretirement Benefits 2013 2012

Benefits obligation — beginning of year $ 715,281,417 621,158,951
Service cost 21,546,227 27,672,020
Interest cost 34,617,012 32,179,379
Actuarial (gain)/loss (119,518,959) 62,925,269
Benefits and administrative expenses paid (31,177,926) (28,654,202)
Amendments 127,144,786

Benefits obligation — end of year $ 747,892,557 715,281,417
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(2) Change in plan assets:

Pension Benefits

Fair value of plan assets — beginning of year $

Actual return on plan assets
Contributions received

Benefits and administrative expenses paid

Fair value of plan assets — end of year

(3) Funded status:

Overfunded:
a. Assets (nonadmitted)
1. Prepaid Benefit Costs
2. Overfunded Plan Assets
3. Total Assets (nonadmitted)
Underfunded:
b. Liabilities recognized
1. Accrued Benefit Costs
2. Liability for pension benefits
3. Total liabilities recognized

¢. Unrecognized liabilities

Additional information:
Projected benefit obligation
Fair value of plan assets

Unfunded status

Unamortized prior service cost

Unrecognized net loss

Contribution between measurement
date and fiscal year end

Additional minimum liability

Statutory transition adjustment

Net pension liability

Accrued pension expense included
in other liabilities

Information for pension plans with
an accumulated benefit obligation
in excess of plan assets:
Projected benefit obligation
Accumulated benefit obligation

2013 2012
995,229,883  $ 793,454,839
116,491,015 165,587,052

35,985,500 89,571,509
(55,973,214) (53,383,517)
$  1,091,733,184 $ 995,229,883

Pension Benefits

Postretirement Benefits

2013

$ 35,178,719
$ 184,340,205

2012

$ 137,508,454

$ 415,933,282

2013

$ 576,983,430
$ 11,040,361

2012

$ 531,995,397

$219,518,924

$ 1,311,252,108

$415,933,282

$ 1,370,019,195

$588,023,791
$ 159,868,766

$ 747,892,557

$531,995,397

$ 715,281,417

1,091,733,184 995,229,883
219,518,924 374,789,312 747,892,557 715,281,417
(5,204,176) 26,741,290

(506,358,351)

(735,239)
415,933,282

(210,027,310)

$ 219,518,924

$ 278,424,828

$ 747,892,557

$ 531,995,397

$ 219,518,924

$ 1,311,252,108
$ 1,233,599,794
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(4) Components of net periodic benefit cost

Pension Benefits Postretirement Benefits
2013 2012 2013 2012

Service cost $ 47,168,318  $ 46,669,369 $ 21,546,227  $ 27,672,020
Interest cost 57,435,161 59,736,490 34,617,012 32,179,379
Expected return on plan assets (77,445,296) (72,602,971)

Amortization of Net Transition (Asset)/Obligation

Amortization of (Gains)/Losses 33,002,366 9,628,003 (7,895,530)
Amortization of Prior Service Coss/(Credits) 8,530,811 21,161,769 10,374,717 6,984,840
Total net periodic benefit cost $ 68,691,360 $ 54,964,657 $ 76,165,959  $ 58,940,709

(5) Amounts in unassigned surplus not yet recognized as components of net periodic benefit

cost:
Pension Benefits Postretirement Benefits
2013 2012 2013 2012
Items not yet recognized as a component of net period cost - prior year $ 511,562,527 $ 183,286,020
Net prior service costs arising during the period $ 22,775,630 $ 127,144,786
Net prior servidce cost recognized $ (8,530,811) $ (10,374,717)
Net (gain) arising during the period $ (166,379,035) $ (119,518,959)
Net (gain) recognized $ (33,002,366) $ (9,628,003)
Adjustment for conributions made between measurement date
measurement date and fiscal year end $ 695,126 $
Items not yet recognized as a component of net period cost -
current year $ 327,121,071 $ 0 $ 170,909,127 $ 0
(6) Amounts in unassigned surplus expected to be recognized in next fiscal year as
components of net periodic benefit cost:
Pension Benefits Postretirement Benefits
2013 2012 2013 2012
Net prior service cost $ 3,910,000 - $ 11,630,000
Net recognized loss $ 16,480,000 - $ 980,000

(7) Amounts in unassigned surplus that have not yet been recognized as components of net
periodic benefit cost are as follows:

Pension Benefits Postretirement Benefits

2013 2012 2013 2012
Net prior service cost $ 19,448,995 - $ 90,028,779 -
Net recognized loss $ 307,672,076 - $ 80,880,348 -
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(8) Weighted-average assumptions used to determine net periodic benefit cost as of
December 31, 2013 and 2012:

Pension Benefits Postretirement Benefits
2013 2012 2013 2012
a. Weighted-average discount rate 4.22% 4.23% 4.38% 4.38%
b. Expected long-term rate of return on plan
assets 8.00% 8.00%
c. Rate of compensation increase 5.52% 5.55% 5.00%

Weighted-average assumptions used to determine projected benefit obligations as of
December 31, 2013 and 2012:

Pension Benefits Postretirement Benefits
2013 2012 2013 2012
d. Weighted-average discount rate 5.01 % 4.23% 5.18% 4.38%
e. Rate of compensation increase 5.52 % 5.55% 5.00%

For measurement purposes, a 7.03 percent annual rate of increase in the per capita cost of
covered health care benefits was assumed for 2014. The rate was assumed to decrease
gradually to 5.11 percent for 2020 and remain at that level thereafter.

For measurement purposes, a 7.54 percent annual rate of increase in the per capita cost of
covered health care benefits was assumed for 2013. The rate was assumed to decrease
gradually to 5.00 percent for 2020 and remain at that level thereafter.

(9) The amount of accumulated benefit obligation for defined benefit pension plans was
$1,233,599,794 for the current year and $1,274,389,950 for the prior year.

(10) Postretirement Benefits — The Company provides certain health care and selected
other benefits to certain employees and dependents of employees who retire from active
employment or who become disabled. Eligibility requirements vary based on hire date,
years of service and retirement age. Represented employees hired after January 1, 2009
are not eligible for postretirement health care. All participants in the non-represented plan
and the represented plan are required to enroll in the Medicare Advantage program upon
reaching age 65.

Postretirement health care benefits are subject to revision at the discretion of Company’s
chief executive officer for non-represented employees, and for represented employees is
subject to collective bargaining agreements. The Company'’s postretirement healthcare plan
is unfunded.
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(11) Assumed health care cost trend rates have a significant effect on the amounts
reported for the health care plans. A one-percentage-point change in assumed health care
cost trend rates would have the following effects:

Point Increase Point Decrease
a. Effect on total of service and interest cost components $ 9,603,249 $ (6,543,017)
b. Effect on postretirement benefit obligation $ 10,449,970 $ (7,723,228)

(12) The following estimated future payments, which reflect expected future service, as
appropriate, are expected to be paid in the years indicated:

Pension Benefits

Years Ending Future Benefit
December 31 Payments

a. 2014 $ 74,690,000
b. 2015 85,220,000
c. 2016 87,160,000
d. 2017 89,640,000
e. 2018 94,910,000
f. 2019 through 2023 524,850,000
Total Future Benefit Payments $ 956,470,000

(13) The Company contributed $39,450,000 in 2013 and $89,572,000 in 2012 to its defined
benefit pension plans. As of December 31, 2013, the Company expects to contribute
$41,057,000 in required contributions to its defined benefit pension plans in 2014.

(14) Summary of unrecognized items:

Pension Benefits Postretirement Benefits

2013 2012 2013 2012
Items not yet recognized as pension expense- prior year $ (511,562,527) $ (183,286,020)
Nonvested obligation recognized inluded in transition adjustment

(19,557,257) (127,144,789)
Items not yet recognized - current year 327,121,071 170,909,127
Net Change in items not recognized after adoption of SSAP 92 /
102 $ (203,998,713) $ O $ (139,521,682) $ O
Additional transitional adjustment recognized recorded in
unassigned surplus per INT 13-03 $ 99,566,316 $ 119,518,959

(15) The company adopted Accounting for Postretirement Benefits Other than Pensions, A
Replacement of SSAP No. 14 and SSAP No, 102 - Accounting for Pensions, A Replacement
of SSAP No. 89 - Effective January 1, 2013, SSAP Nos. 92 and 102 replace SSAP Nos. 14
and 89. Under the prior guidance, minimum pension liability was established based on excess
of accumulated benefit obligation for vested employees over the fair value of plan assets. The
new guidance uses a projected benefit obligation including non-vested employees. The new
guidance allows a transition option for phase-in not to exceed 10 years. Additionally, the new
guidance requires a change in measurement date to December 31 beginning in 2014. Upon
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adoption on January 1, 2013, the full impact to the Company’s surplus assuming immediate
recognition of SSAP Nos. 92 and 102 would have been a decrease in surplus of
approximately $341,000,000 on a net tax basis. Under the transition option which
incorporated previous recorded reductions to surplus for pension Additional Minimum Liability
and non-admitted prepaid pension assets, the net reduction to surplus upon adoption was
$37,900,000.

The Company’s full pension and postretirement transition liability determined at January 1,
2013 was $365,604,108 and $310,430,806, respectively. The recognized transition amounts
for 2013 includes the initial required amount of $297,080,873 and the additional amounts
required under INT 13-03 of $219,085,275. The remaining transition balance for
postretirement as of December 31, 2013 is $159,868,766. The funded status of the pension
plan was fully recognized at December 31, 2013. The anticipated recognition of the remaining
unrecognized liability balance over the transition period for postretirement liability is as
follows:

Pension Benefits Postretirement Benefits
Transition Transition

vear Amount/Amortization Unbooked Balance Amount/Amortization Unbooked Balance
2013 % 365,604,108 $ 0 150,562,040 $ 159,868,766
2014 31,043,081 128,825,685
2015 31,043,081 97,782,604
2016 31,043,081 66,739,523
2017 31,043,081 35,696,442
2018 28,934,969 6,761,473
2019 6,761,473

Pension Trust Investment Policy — Plan assets for both the non-represented and
represented employee’s pension plans are held in a single master trust with State Street
Bank. Each plan owns its allocable share of all master trust assets. Master trust assets are
for the exclusive benefit of participants and can only be used to pay plan benefits and
administrative expenses. Plan assets in the master trust are currently managed by
11 external investment managers with assets allocated to equity, fixed-income securities,
cash, and alternative investments based on the pension investment policy statement.

The Company’s pension trust asset allocation considers return objectives, characteristics
of pension liabilities, capital market expectations, and asset-liability projections. The
pension investment policy is long-term oriented and consistent with the Company’s risk
posture and is periodically reviewed by the Pension Advisory Committee. The pension
trust asset allocation is currently transitioning to an allocation that will reduce balance
sheet and funding volatility for the company while ensuring the maintenance of trust
assets sufficient to cover plan benefits and expenses.

The ultimate target allocation under the Company’s investment policy is 60% long duration
fixed income securities and 40% return-seeking assets. Return-seeking assets under the
policy are defined as any asset class other than long duration fixed income securities and
cash equivalents. The return-seeking allocation currently includes publicly traded equities,
publicly traded high-yield fixed income securities, and fund of fund private equity. As of
December 31, 2013, the actual allocation of plan assets was approximately 40% long-
duration fixed income securities cash and 60% return-seeking assets. The ultimate target
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asset allocation of 60% long duration fixed-income and 40% return seeking is expected to
occur by the end of 2016 but could take more or less time, dependent on market
conditions.

Under the pension investment policy, at least 85% of pension assets will, at all times, be
invested in publicly traded equities and fixed income securities and cash equivalents.

C. Fair value measurements of plan assets by asset category as of September 30, 2013:

(1) Fair value measurements of plan assets at reporting date

Fair Value Measurements Using

Quoted Prices

in Active Significant
Markets for Other Significant

Identical Observable Unobservable

Assets Inputs Inputs
Description for each class of plan assets (Level 1) (Level 2) (Level 3) Total
Cash equivalents $ 95,416,000 $ 1,697,000 $ $ 97,113,000
Commingled pension trust (A) 357,896,000 357,896,000
Insurance annuity contract 376,000 376,000
Limited partnership 38,063,000 38,063,000
Common stocks 273,199,000 240,000 42,113,000 315,552,000
U.S. treasury securities 37,057,000 37,057,000
Corporate debt securities (B) 236,679,000 2,638,000 239,317,000
Mortgage-backed securities 6,360,000 6,360,000
Total Plan Assets $ 368,615,000 $ 639,929,000 $ 83,190,000 $ 1,091,734,000

(A) Includes pension master trust’s interest in Pacific Investment Management Company (PIMCO) stock-plus limited partnership,
a commingled fund representing the pension core equity allocation and bench marked against the S&P 500 of $230,021,000
and master trust's holding in Thornburg Non US Equity Fund, a commingled trust representing the pension’s international equity
allocation $143,090,000.

(B) Corporate bonds include fixed-income securities in separately managed portfolios. The diversified fixed-income mandate is
targeted at 36% of pension assets and is managed by Western Asset Management Company and NISA Investment Advisors.
Loomis, Sayles and Company manages a high-yield fixed-income portfolio targeted at 7% of pension assets.
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The fair values measurements of plan assets as of September 30, 2012:

Fair Value Measurements Using

Quoted Prices

in Active Significant
Markets for Other Significant

Identical Observable Unobservable
Description for each class of plan Assets Inputs Inputs
assets (Level 1) (Level 2) (Level 3) Total
Cash equivalents $ 39,874,000 $ $ $ 39,874,000
Commingled pension trust (A) 323,226,000 323,226,000
Insurance annuity contract 461,000 461,000
Limited partnership 37,380,000 37,380,000
Common stocks 233,587,000 29,097,000 262,684,000
U.S. treasury securities 85,374,000 85,374,000
Corporate debt securities (B) 245,652,000 245,652,000
Mortgage-backed securities 578,000 578,000
Total Plan Assets $ 273,461,000 $ 683,927,000 $ 37,841,000 $ 995,229,000

(A) Includes pension master trust’s interest in Pacific Investment Management Company (PIMCO) stock-plus limited partnership,
a commingled fund representing the pension core equity allocation and bench marked against the S&P 500 of $205,515,000
and master trust’s holding in Thornburg Non US Equity Fund, a commingled trust representing the pension’s international equity

allocation $117,711,000.
(B) Corporate bonds include fixed-income securities in separately managed portfolios. The diversified fixed-income mandate is

targeted at 30% of pension assets and is managed by Western Asset Management Company. Loomis, Sayles and Company

manages a high-yield fixed-income portfolio targeted at 9% of pension assets.

(2) Fair value measurements in Level 3 of the fair value hierarchy:

Fair Value Measurements Using
Significant Unobservable Inputs (Level 3)

Limited Insurance
Equities Partnership Annuities Other Total
Balance at October 1, 2011 $ 214,000 $ 37,436,000 $ 566,000 $ 385,000 $ 38,601,000
Actual return on plan assets:
Relating to assets still held at the reporting date 85,000 1,096,000 (49,000) 1,132,000
Relating to assets sold during the period (116,000) (116,000)
Purchases, sales, and settlements (1,152,000) 11,000 (4,000) (1,145,000)
Transfers in and/or out of Level 3 (299,000) (332,000) (631,000)
Ending balance at September 30, 2012 - 37,380,000 461,000 - 37,841,000
Actual return on plan assets:
Relating to assets still held at the reporting date 4,183,000 4,183,000
Relating to assets sold during the period
Purchases, sales, and settlements (3,500,000) (85,000) (3,585,000)
Transfers in and/or out of Level 3 42,113,000 2,638,000 44,751,000
Ending balance at September 30, 2013 $ 42,113,000 $ 38,063,000 $ 376,000 $ 2,638,000 $ 83,190,000

(3) The Company and its investment managers determine fair values by applying the
following guidelines. If available, the Company uses market prices in active markets for
identical assets and classifies these assets as Level 1. When market prices for identical

financial instruments in an active market are not available, the Company estimates fair value
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based on quoted prices for similar assets in active markets, quoted prices for identical
assets in inactive markets, and/or inputs derived from observable market data, and classifies
these assets as Level 2. In situations where there is little or no market activity for same or
similar financial instruments, the Company estimates fair value using its own assumptions
about future cash flows and appropriate risk-adjusted discount rates and classifies these
assets as Level 3 investments.

The commingled pension fund is recorded at fair value based on the underlying investments
in the funds which consist primarily of securities with quoted market prices in active markets.
As a result, such funds have been classified as level 2 investments.

Limited partnerships do not have a readily determinable market value. Fair values based on
information provided by the fund managers along with audited financial information. As a
result, such securities have been classified as Level 3 investments.

U.S. treasury securities consist of certain U.S. government securities and bonds issued by
U.S. government-backed agencies. Because valuation is based on unadjusted quoted
prices for these securities in an active market and there is a lack of transparency into the
specific pricing of the individual securities, they are classified as Level 2 investments.

Corporate debt securities valuation is based on inputs derived directly from observable
market data such as discounted cash flows which are not consistently or actively traded,
they are classified as level 2 investments.

D. Defined Contribution Plan — Represented employees of the Company who have attained the
age of 21 years and have completed three months of continuous service are automatically
enrolled in the savings plan for represented employees. Non-represented employees over
21 years of age are automatically enrolled in the savings plan for non-represented employees
upon their employment commencement date. Both savings plans are tax-qualified under
Section 401(k) of the IRC. For both non-represented and represented employees, the
Company matches 50% of employee contributions up to 10% of biweekly adjusted W-2
wages for employees with one year of continuous service. The IRC limit on elective employee
deferrals was $17,500 and $17,000 (in dollars) for 2013 and 2012, respectively. The IRC
allows catch-up contributions in addition to normal, elective contributions for employees who
are age 50 or older as of December 31 in the amount of $5,500 for 2013 and 2012. Catch-up
contributions are not matched by the Company. The Company’s expense for matching
contributions totaled approximately $16,950,000 and $16,065,000 for 2013 and 2012,
respectively. At December 31 the fair value of plan assets was $745,795,600 and
$609,577,500 for 2013 and 2012, respectively.

E. Consolidated Company Plans - Effective January 1, 2009, all employees of BCNM became
employees of the Company. As part of the employee transfer, the Company assumed
responsibility for administering and funding pension and other postretirement benefits for the
former Blue Care Network employees and retirees. Current pension and postretirement costs
are reimbursed to the Company from Blue Care Network on a pay-as-you-go basis. In
exchange for assuming the prior year’s unfunded postretirement health obligation of
$72,153,000, the parties executed an intercompany transfer agreement, whereby Blue Care
Network will repay the obligation assumed by the Company with annual installments, over a
20-year term, of $3,608,000 annually. The intercompany postretirement balance was
$54,115,000 and $57,722,000 as of 2013 and 2012, respectively. Intercompany cash
transfers of $10,614,000 and $8,162,000 in 2013 and 2012, respectively, were made between
Blue Care Network and the Company for pension costs. Also, BCNM paid the Company
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$8,135,000 and $6,926,000 in 2013 and 2012, respectively, for its share of the post-retiree
health care costs.

Disclosure of Gross Benefit Payments - The Company’s gross benefit payments for 2013
were $39,200,000 including the prescription drug benefit and estimates future payments to be
$491,960,000 annually. The Company’s subsidy related to the Medicare Prescription Drug,
Improvement and Modernization Act of 2003 was $2,420,000 for 2013 and estimates future
subsidies to be $40,150,000 annually. The gross future benefit payments expected to be paid
and future anticipated subsidies received are as follows:

Postretirement Benefits

Years Ending Future Benefit Anticipated

December 31 Payments Future Subsidies
a. 2014 $ 39,330,000 $ 2,330,000
b. 2015 41,560,000 2,690,000
c. 2016 43,730,000 3,050,000
d. 2017 45,900,000 3,410,000
e. 2018 48,500,000 3,810,000
f. 2019 through 2023 272,940,000 24,860,000
Total Future Benefit Payments $ 491,960,000 $ 40,150,000

CAPITAL AND SURPLUS, SHAREHOLDERS’ DIVIDEND RESTRICTIONS AND QUASI-
REORGANIZATIONS

The Company must maintain adequate subscribers’ reserves to comply with Section 403 of
the Michigan Insurance Code, which requires authorized insurers to be safe, reliable, and
entitled to public confidence. As discussed in Footnote 1, effective December 31, 2013 the
Company is no longer subject to the provisions of P.A. 350, which would otherwise require
the Company to maintain an RBC ratio of at least 200%, not to exceed 1,000% of
subscribers’ reserves. As set forth in section 500.410, the Director of DIFS is authorized to
take into account the NAIC RBC requirements when evaluating if an insurer is in compliance
with the “safe and reliable” requirement of section 403. At December 31, 2013 the
Company’s policyholder reserves are in compliance with the requirements set forth in the
Michigan Insurance Code.

At December 31, 2012, the Company was in compliance with the RBC requirement
contained in PA 350.

BCBSM has no preferred stock outstanding.
Dividend restrictions — NOT APPLICABLE.
Dividend payments — NOT APPLICABLE
Surplus Restriction — NOT APPLICABLE

The total amount of advances to surplus not repaid — NOT APPLICABLE

. The amount of stock held by BCBSM for special purposes — NOT APPLICABLE

. Special surplus funds changes — NOT APPLICABLE
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The portion of unassigned funds (surplus) represented or reduced by each item below:

14.

a. Unrealized gains and losses
b. Nonadmitted asset values

c. Provision for reinsurance

$ 217,683,301
$ (58,740,999)
$ -

J. Surplus debentures of similar obligations — NOT APPLICABLE

Impact of any restatement due to quasi-reorganization — NOT APPLICABLE

CONTINGENCIES

A. Contingent Commitments

L. Effective dates of all quasi-reorganizations in the prior 10 years — NOT APPLICABLE

1) The Company has outstanding commitment for additional investment to its joint
ventures and partnership interests in the amount of $133,549,790 at December 31,

2013.

2) As a 38.7 percent equity owner in BMH, the Company has agreed to guarantee its
proportionate share of a line of credit loan outstanding with PNC Bank and Fifth Third
Bank. The line of credit was entered into on May 23, 2013 and provides for borrowing up
to $225,000,000 and is for a one year term. The outstanding debt balance as of
December 31, 2013 is $130,000,000.

Under the agreement, BMH has certain financial covenants, and at December 31, 2013,
was in compliance with the covenants. In the event of default, however, the
Corporation’s obligation would be as follows:

1

2

Nature and circumstances
of guarantee and key
attributes, including date

and duration of agreement.

Liability recognition of
guarantee. (Include
amount recognized at
inception. If no initial
recognition, document
exception allowed under

Ultimate financial
statement impact if
action under the

Maximum potential
amount of future
payments
(undiscounted) the
guarantor could be
required to make under
the guarantee. If unable
to develop an estimate,
this should be

Current status of payment
or performance risk of
guarantee. Also provide
additional discussion as

SSAP No. 5R.) guarantee is required. specifically noted. warranted.
Guarantee proportionate BMH, LLC is in compliance
share of BMH line of credit with its financial covenants
loan outstanding with PNC Capital contribution relating to this line of credit
Bank and Fifth Third Bank 0 to BMH, LLC $50,362,000 as of December 31, 2013.
Total $50,362,000

26.32




Statement as of December 31, 2013 ofthe BLUE CROSS BLUE SHIELD OF MICHIGAN MUTUAL INSURANCE COMPANY

15.

B.

C.

D.

Assessments — NOT APPLICABLE

Gain Contingencies — NOT APPLICABLE

Claims Related Extra Contractual Obligation Lawsuits — NOT APPLICABLE
All Other Contingencies

Hospital Contracts —Two civil lawsuits challenging the use of most favored nations (MFN)
clauses in hospital contracts have been filed seeking injunctive and monetary relief. The
Company believes that these lawsuits are without merit and will defend its ability to
negotiate the deepest possible discounts for its members and customers with Michigan
hospitals. It is not yet possible to make an assessment regarding probability of an adverse
outcome, nor estimate a range of potential loss. Aetna has indicated, during the course of
discovery, that they are seeking in excess of $1 billion in damages. The lawsuit filed by the
Department of Justice was dismissed in March of 2013.

Customer Disputes — The Company is currently involved in lawsuits with several local
self-funded group customers that allege the Company charged the groups provider network
and other fees without their knowledge. The groups allege breach of contract and fiduciary
duty. These cases are in various stages of development. The Company believes it has
meritorious defenses and the Michigan Court of Appeals has overturned three of the
adverse decisions.

Other — The Company is a defendant in numerous other lawsuits and involved in other
matters arising in the normal course of business primarily related to subscribers’ benefits,
breach of contracts, provider reimbursement issues and provider participation
arrangements. The Company defends these matters and while the ultimate outcome of
these lawsuits are not final, the Company’s management, as of December 31, 2013
estimates that these matters will be resolved without a material adverse effect on the
Company’s future financial position or results of operations.

Where available information indicates that it is probable that a loss has been incurred as of
the date of statutory basis financial statements and can reasonably estimate the amount of
that loss, the Company will accrue the estimated loss. As of December 31, 2013 and 2012,
the Company recorded in General Expenses Due or Accrued, approximately $27,256,000
and $24,362,000, respectively for all probable losses.

LEASES

The Company leases certain computer equipment and office space under various non-
cancelable operating leases. Rental expense for the periods ending December 31, 2013
and 2012 was approximately $20,343,500 and $16,855,000, respectively.

At January 1, 2014, the minimum aggregate rental commitments, which include the EIN
lease, are as follows:

26.33



Statement as of December 31, 2013 ofthe BLUE CROSS BLUE SHIELD OF MICHIGAN MUTUAL INSURANCE COMPANY

Years Ending December 31 Operating Leases
2014 14,345,500
2015 13,396,200
2016 13,623,900
2017 13,981,500
2018 14,118,700
2019 and thereafter 126,600,000
Total $ 196,065,800
16. INFORMATION ABOUT FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET

RISK AND FINANCIAL INSTRUMENTS WITH CONCENTRATIONS OF CREDIT RISK —
NOT APPLICABLE

17. SALE, TRANSFER AND SERVICING OF FINANCIAL ASSETS AND EXTINGUISHMENTS
OF LIABILITIES —

A. Transfers of Receivables Reported as Sales — NOT APPLICABLE
B. Transfer and Servicing of Financial Assets

The Company, in the normal course of business, enters into security lending agreements
with a custodian bank. Under this agreement, the Company lends equity and bond
securities in exchange for collateral, approximating at least 102% of the value of the
securities loaned. Cash collateral is invested by the custodian bank in commingled trusts.
The security lending agreements are primarily overnight in nature and subject to renewal
or termination.

Fair value of loaned securities as of December 31, 2013 and 2012, consists of the

following:

2013 2012
Bonds $ 12,345,481 $ 13,040,875
Equity 59,734 4,230,016
Total $ 12,405,215 $ 17,270,891

Collateral received as of December 31, 2012 and 2011, consists of the following:
2013 2012

Cash collateral $ 12,673,388 $ 17,620,770

Reinvested cash collateral as of December 31, 2013 and 2012, consists of the following:

2013
Book/Adjusted Fair
Carrying Value Value
Commingled trust — liquidity $ 2,620,473 $ 2,620,593
Commingled trust — duration 10,052,914 9,951,735
Total reinvested $ 12,673,388 $ 12,572,328
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18.

2012
Book/Adjusted Fair
Carrying Value Value
Commingled trust — liquidity $ 3,465,604 $ 3,423,575
Commingled trust — duration 14,155,166 13,939,940
Total reinvested $ 17,620,770 $ 17,363,515

C. Wash Sales — NOT APPLICABLE

A.

B.

GAIN OR LOSS TO THE REPORTING ENTITY FROM UNINSURED PLANS AND THE
UNINSURED PORTION OF PARTIALLY INSURED PLANS

ASO Plans — NOT APPLICABLE

ASC Plans - The gain(loss) from operations of administrative service contracts (ASC)
uninsured plans and the uninsured portion of partially insured plans (ASC plans with stop
loss coverage) for the period ended December 31, 2013, are as follows:

ASC Plans ASC Plans

without StopLoss With StopLoss Total
Gross reimbursement for medical cost
incurred $ 4,047,129,277 $ 6,185,268,489 $ 10,232,397,765
Gross administrative fees accrued 343,217,015 513,677,280 856,894,296
Gross expenses incurred (claims and
administrative) 4,460,012,897 6,929,435,262 11,389,448,159
Total net gain (loss) from operations $ (69,666,605) $ (230,489,493) $ (300,156,098)
Net Underwriting Gain(Loss) Insured ASC Total
Premiums fees and reimbursements $ 6,688,428,325 $ 11,089,292,061 $ 17,777,720,386
Claims Incurred 5,800,120,877 10,232,397,765 16,032,518,642
Administrative Expenses 909,059,304 1,157,050,394 2,066,109,698
Total Operating Expenses 6,709,180,181 11,389,448,159 18,098,628,340
Underwriting Loss before PDR (20,751,856) (300,156,098) (320,907,954)
Premium Deficiency Reserve 52,948,727 - 52,948,727
Underwriting Loss After PDR $ 32,196,872  $ (300,156,098) $ (267,959,225)

The gain(loss) from operations of administrative service contracts (ASC) uninsured plans
and the uninsured portion of partially insured plans for the period ended December 31,
2012, are as follows:
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ASC Plans ASC Plans
without StopLoss With StoplLoss Total

Gross reimbursement for medical cost

incurred 3,989,788,524 6,270,992,106 $ 10,260,780,630
Gross administrative fees accrued 336,631,531 550,379,098 887,010,629
Gross expenses incurred (claims and

administrative) 4,394,423,656 6,931,397,211 11,325,820,866
Total net gain (loss) from operations (68,003,600) (110,026,007) $ (178,029,607)
Net Underwriting Gain(Loss) Insured ASC Total
Premiums fees and reimbursements 6,412,685,175 11,147,791,259 $ 17,560,476,434
Claims Incurred 5,598,867,238 10,260,780,630 15,859,647,869
Administrative Expenses 893,410,330 1,065,040,236 1,958,450,566
Total Operating Expenses 6,492,277,568 11,325,820,866 17,818,098,434
Underwriting Loss before PDR (79,592,392) (178,029,607) (257,622,000)
Premium Deficiency Reserve 36,643,753 - 36,643,753
Underwriting Loss After PDR $ (42,948,638) % (178,029,607) $ (220,978,245)

C. Medicare or Similarly Structured Cost Based Reimbursement Contract — NOT
APPLICABLE

19. DIRECT PREMIUM WRITTEN/PRODUCED BY MANAGING GENERAL AGENTS/THIRD
PARTY ADMINISTRATORS - NOT APPLICABLE

20. FAIR VALUE MEASUREMENTS
A. Inputs Used for Assets and Liabilities Measured and Reported at Fair Value
1. Items Measured and Reported at Fair Value by levels 1, 2 and 3

The Company and its investment managers determine fair values by applying the following
guidelines. If available, the Company uses market prices in active markets for identical assets
and classifies these assets as Level 1. When market prices for identical financial instruments
in an active market are not available, the Company estimates fair value based on quoted
prices for similar assets in active markets, quoted prices for identical assets in inactive
markets, and/or inputs derived from observable market data, and classifies these assets as
Level 2. In situations where there is little or no market activity for same or similar financial
instruments, the Company estimates fair value using its own assumptions about future cash
flows and appropriate risk-adjusted discount rates and classifies these assets as Level 3.

Commingled international equity funds are recorded at fair value based on the underlying
investments in the funds which consist primarily of securities with quoted market prices in
active markets. As a result, such funds have been classified as level 2 investments.

The Company’s assets and liabilities measured and recorded at fair value as of December 31,
2013, are as follows:
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Description of each class of asset or liability (Level 1) (Level 2) (Level 3) Total
a. Assets at fair value

Common Stock

Industrial and Miscellaneous $ 737,259,437 $ 23,306,357 $ 760,565,794
Total Common Stocks $ 737,259,437 $ 23,306,357 $ - $ 760,565,794
Other
Commingled International Equity Funds $ 70,759,875 $ 70,759,875
Private Mutual Fund $ - $ -
Total Other $ - $ 70,759,875 $ - $ 70,759,875
Security Lending Collateral
Security Lending Quality Trust - Liquidity $ - $ -
Security Lending Quality Trust - Duration $ - $ -
Total Security Lending Collateral $ - $ - $ - $ -
Total assets at fair value $ 737,259,437 $ 94,066,232 $ - $ 831,325,669
b. Liabilities at fair value
Total liabilities at fair value $ - $ - $ - $ -
Total assets and liabilities at fair value $ 737,259,437 $ 94,066,232 $ - $ 831,325,669
During 2013, there have been no transfers between Level 1 and Level 2.
The Company’s assets and liabilities measured and recorded at fair value as of
December 31, 2012, are as follows:
Description of each class of asset or liability (Level 1) (Level 2) (Level 3) Total
a. Assets at fair value
Common Stock
Industrial and Miscellaneous $ 741,447,162 $ - $ 741,447,162
Total Common Stocks $ 741,447,162 $ - $ - $ 741,447,162
Other
Commingled International Equity Funds $ 58,403,351 $ 58,403,351
Private Mutual Fund $ 19,418,948 $ 19,418,948
Total Other $ - $ 77,822,299 $ - $ 77,822,299
Security Lending Collateral
Security Lending Quality Trust - Liquidity $ 3,423,575 $ 3,423,575
Security Lending Quality Trust - Duration $ 13,939,940 $ 13,939,940
Total Security Lending Collateral $ - $ 17,363,515 $ - $ 17,363,515
Total assets at fair value $ 741,447,162 $ 95,185,814 $ - $ 836,632,976
b. Liabilities at fair value
Total liabilities at fair value $ - $ - $ - $ -
Total assets and liabilities at fair value $ 741,447,162 $ 95,185,814 $ - $ 836,632,976
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2. Fair value Measurements in (Level 3) of the Fair Value Hierarchy

The Company has no assets measured and recorded at fair value in the Level 3 category at
December 31, 2013 or December 31, 2012.

3. Policy on Transfers Into and Out of Level 3

Transfers between levels may occur due to changes in the availability of market observable
inputs. Transfers in and/or out of any level are assumed to occur at the end of the period.
During the current year, no transfers into or out of Level 3 were required.

4. Inputs and Techniques Used for Level 2 and Level 3 Fair Values

Transfers into Level 3 - Assets and liabilities are transferred into Level 3 when a significant
input can no longer be corroborated with market observable data. This occurs when market
activity related to particular securities becomes unobservable. Transfers into Level 3 are
reflected as if they had occurred at the end of the period. Loan-backed securities are
stated at amortized cost. Premiums and discounts on loan-backed bonds and structured
securities are amortized using the retrospective method based on anticipated prepayments
at the date of purchase. Prepayment assumptions are obtained from broker-dealer survey
values or internal estimates. Changes in estimated cash flows from the original purchases
assumptions are accounted for using the prospective method.

5. Derivative Fair Values - NOT APPLICABLE
B. Other Fair Value Disclosures — NOT APPLICABLE
C. Fair Values for All Financial Instruments by Levels 1, 2 and 3.
The table below reflects the fair values and admitted values of all admitted assets and
liabilities as of December 31, 2013 that are financial instruments excluding those accounted

for under the equity method (subsidiaries and joint ventures). The fair values are also
categories into the three-level fair value hierarchy as described above in Note 20A.
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Type of Financial Instrument
Financial Instrument - Assets
Bonds
Preferred stock
Common Stock
Cash, cash equivalents
and short tem investments
Private Mutual Fund
Commingled International Equity Funds
Security Lending Collateral
Security Lending Quality Trust-Liquidity
Security Lending Quality Trust-Duration
Total Security Lending Collateral
Mortgage Loan on real Estate
Total assets at fair value
Liabilities at fair value
Derivative liabilities

Total liabilities at fair value

Total assets and liabilities at fair value

Fair Value

3,332,160,946
8,886,344
760,565,794

589,932,696

70,759,875

2,620,593
9,951,735
12,572,328
4,250,000

4,779,127,982

4,779,127,982

Admitted Value

3,291,692,016
8,886,344
760,565,794

589,932,696

70,759,875

2,620,473
10,052,914
12,673,387
4,250,000

4,738,760,112

4,738,760,112

(Level 1)

737,259,437

589,932,696

1,327,192,133

1,327,192,133

(Level 2)

3,312,197,536
8,886,344
23,306,357

70,759,875

2,620,593
9,951,735
12,572,328
4,250,000

3,431,972,440

3,431,972,440
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Not
Practicable
(Carrying
(Level 3) Value)
19,963,410
19,963,410 -
19,963,410 -

The table below reflects the fair values and admitted values of all admitted assets and liabilities as
of December 31, 2012 that are financial instruments excluding those accounted for under the
equity method (subsidiaries and joint ventures). The fair values are also categorized into the three-
level fair value hierarchy as described above in Note 20A.

Type of Financial Instrument

Financial Instrument - Assets

Bonds
Preferred stock
Common Stock
Cash, cash equivalents
and short tem investments
Private Mutual Fund
Commingled International Equity Funds

Security Lending Collateral
Security Lending Quality Trust-Liquidity
Security Lending Quality Trust-Duration
Total Security Lending Collateral

Total assets at fair value
Liabilities at fair value

Derivative liabilities
Total liabilities at fair value

Total assets and liabilities at fair value

Fair Value

3,399,074,528
2,416,730
741,447,162

514,868,738
19,418,948
58,403,351

3,423,575
13,939,940
17,363,515

4,752,992,972

4,752,992,972

Admitted Value

3,217,026,015
1,567,364
741,447,162

514,868,738

19,418,948
58,403,351

3,465,604
14,155,166
17,620,770

4,570,352,348

4,570,352,348

26.39

(Level 1)

638,244,495
741,447,162

514,868,738

1,894,560,395

1,894,560,395

(Level 2)

2,740,050,323
2,416,730

19,418,948
58,403,351

3,423,575
13,939,940
17,363,515

2,837,652,867

2,837,652,867

(Level 3)

20,779,710

20,779,710

20,779,710
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D. Financial Instruments Not Practicable to Estimate Fair Values.

The Company held no securities at December 31, 2013 where it was not practicable to
determine the fair value of the investment.

21. OTHER ITEMS
A. Extraordinary Iltems — NOT APPLICABLE
B. Troubled Debt Restructuring — NOT APPLICABLE
C. Other Disclosures:

Blue Cross Blue Shield Association ("BCBSA") Deposit - As part of its Blue Cross
Blue Shield Association (“BCBSA”) license requirements, the Company is required to
maintain a custodial bank account to assure the payment of claims in the event of the
Company’s insolvency. The account balance is calculated as a percentage of the
Company’s unpaid claim liability and consists primarily of marketable securities. The funds
in the account are included in the Company’s investment portfolio. The Company has the
ability to trade and transfer securities within the account as long as the balance in the
account is at or above the required minimum. The required balance for the period April 1,
2013 through March 31, 2014, is $141,600,000. At December 31, 2013, the balance in
this custodial account was $152,329,404.

Reclassification — In 2012, other invested assets (reported in Schedule BA) aggregating
$20,220,545 were moved to preferred and common stocks in Schedule D Part 2 Section 1
and Schedule D Part 2 Section 2, respectively.

D. Uncollectible Assets on Uninsured plans

At December 31, 2013 and 2012, the Company had admitted assets of $168,985,296 and
$143,163,223, respectively in accounts receivable for uninsured plans. The Company
regularly assesses the collectability of these receivables. At December 31, 2013, less than
1 percent of the balance may be uncollectible.

E. Business Interruption Insurance Recoveries — NOT APPLICABLE

F. State Transferable Tax Credits - NOT APPLICABLE

G. Subprime Mortgage Related Risk Exposure — NOT APPLICABLE
22. EVENTS SUBSEQUENT

Management has evaluated all events subsequent to the Statement of Admitted Assets,
Liabilities, and Surplus date of December 31, 2013, through the date of its Annual
Statement filing of March 1, 2014, and has determined that there are no subsequent events
that require disclosure under SSAP No. 9R, Subsequent Events except the following:

On August 22, 2103 DIFS approved the Company’s request to eliminate the current
prescribed practice for PDR and replace it with a permitted practice to expense as incurred
the annual losses on future Medigap business. The permitted practice is effective
beginning January 1, 2014 through December 31, 2019. The change in practice will cause
any PDR accrual remaining to be reversed in 2014.
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As well, DIFS approved the Company’s request to recognize annual payments to the
Michigan Health Endowment Fund (MHEF) in the year in which the payment is made,
creating a one year deferral for each payment. The permitted practice would be effective
January 1, 2014 until the earlier of (i) April 1, 2038 and (ii) the first date on or after April 1,
2031 upon which annual contributions total the aggregate amount (discussed in Note 23)
have been paid to MHEF.

Both of these permitted practices are considered extraordinary items as defined in SSAP 24
— Discontinued Operations and Extraordinary Iltems, and will require additional disclosures
in 2014, specifically the nature of the transaction and the principle items entering into the
determination of any extraordinary loss recorded as a result of the practice.

Annual Fee Imposed on Health Insurance Providers — To cover the cost of expanded
coverage and benefit provisions, Section 9010 of PPACA, imposes an industry wide annual
fee on health insurance carriers that provide underwritten coverage to U.S .health risks.
The national amount of the fee is $8,000,000,000 in 2014, $11,300,000,000 in 2015 and
2016, $13,900,000,000 in 2017 and $14,300,000,000 in 2018. For 2019 and beyond, the
amount will be equal to the annual fee for the preceding year increased by the rate of
premium growth for the preceding year. The annual tax will be allocated among health
insurance carriers based on the ratio of an entity’s net premiums written during the
preceding calendar year to the total health insurance industry’s net premiums written.

The fee is imposed on all health insurance providers covering U.S. health risks in the year
the fee is payable. The fee is payable annually to the IRS no later than September 30th.
Under section 9010, the full obligation of the fee is imposed on health insurance providers
on January 1st of each year. The estimated fee imposed on the Company in 2014 is
approximately $100,000,000 and will decrease the RBC ratio by 22 points.

23. REINSURANCE - NOT APPLICABLE

24. RETROSPECTIVELY RATED CONTRACTS AND CONTRACTS SUBJECT TO
REDETERMINATION

A. The company establishes a liability for experience rated group contracts and portions of
Medicare Part D prescription drug contracts as a result of favorable experience based
on an actuarial estimate of underwriting gains which will be returned to customers,
either as cash refunds or future rate reductions. Liabilities for experience contracts were
$172,622,043 and $222,575,039 at December 31, 2013 and December 31, 2012,
respectively.

B. Under terms of most of the experience-rated contracts, recovery, if any, of underwriting
losses through future rate increases is not recognized until received.

C. During contract years 2013 and 2012, net premiums written that are subject to
retrospective rating features were $1,529,606,882 and $1,623,750,765, respectively,
which represents 23% and 25%, respectively of total net premiums written for both
years.

D. Medical Loss Ratio Rebates Required Pursuant to the Public Health Service Act. The

Company has not established a rebate liability as all MLR ratios are above required
minimum thresholds.
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25.

26.

27.

28.

29.

30.

CHANGE IN INCURRED LOSSES AND LOSS ADJUSTMENT EXPENSES

This estimate is based upon historical claims experience modified for current trends and
changes in benefit coverage, which could vary as the claims are ultimately settled.

Processing expenses related to claims is accrued based on an estimate of expenses to
process such claims. Revisions in actuarial estimates are reported in the period in which they
arise. As of December 31, 2013, $541,590,755 has been paid for incurred claims attributable
to prior years. Reserves remaining for prior years as of December 31, 2013 were $3,473,635.

INTER-COMPANY POOLING ARRANGEMENTS — NOT APPLICABLE

STRUCTURED SETTLEMENTS — NOT APPLICABLE

HEALTH CARE RECEIVABLES

The Company receives pharmaceutical rebates from third-party pharmacy benefit managers.
Rebate accruals are calculated using recent history of rebates received to develop an

estimate. Activity for 2011-2013 is summarized as follows:

A. Pharmaceutical rebate Receivables

Estimated Pharmacy Actual Rebates Actual Rebates
Pharmacy Rebates Rebates Actual Rebates Received Received
as Reported on as Billed or Received Within Within 91 More Than
Financial Otherwise 90 Days to 180 180 Days
Quarter Statements Confirmed of Billing Days of Billing After Billing
December 31, 2013 $ 23,011,000 $ - $ - $ - $ -
September 30, 2013 23,524,000 5,351,000 5,351,000 - -
June 30, 2013 24,322,000 19,115,000 19,115,000
March 31, 2013 23,195,000 25,792,000 25,792,000
December 31, 2012 $ 28,113,000 $ 31,595,000 $ 31,595,000
September 30, 2012 29,327,000 26,926,000 26,926,000
June 30, 2012 30,220,000 24,733,000 24,733,000
March 31, 2012 29,367,000 29,367,000 29,367,000
December 31, 2011 31,726,000 31,266,000 31,266,000
September 30, 2011 28,147,000 28,608,000 28,608,000
June 30, 2011 28,501,000 30,361,000 30,361,000
March 31, 2011 26,416,000 27,416,000 27,416,000

B. Risk Sharing Receivables — NOT APPLICABLE

PARTICIPATING POLICIES — NOT APPLICABLE

PREMIUM DEFICIENCY RESERVES

SSAP No. 54 requires companies to record an additional liability known as a PDR when

expected claim payments or incurred costs, claim adjustment expenses, and administration
costs exceed the premiums to be collected for the remainder of a contract period.

Liability carried for premium deficiency reserves $ 249,652,000
Date of the most recent evaluation of this libility 12/31/2013

Was anticipated investment income utilized in the calculation Yes( ) No( X)

As noted in Note 1, a state-prescribed practice was issued by DIFS, which limits the PDR for
the Company’s individual lines of business to no more than two years. At December 31, 2013
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and 2012, if such limit was not in place, an additional liability of approximately $171,524,000
and $202,517,000, respectively, would be recorded in the statutory basis financial statements.

PDR (included in aggregate health policy reserves) as of December 31, 2013 and 2012,
consist of the following:

Balance Balance
January 1, Additional December 31,
2013 Reserve Amortization 2013
MIChild $ 11,625,000 $ $ 11,625,000 $
Individual 78,185,000 25,586,000 78,185,000 25,586,000
Senior markets 212,791,000 224,066,000 212,791,000 224,066,000
Total $ 302,601,000 $ 249,652,000 $ 302,601,000 $ 249,652,000
January 1, Additional December 31,
2012 Reserve Amortization 2012
MIChild $ 11,828,000 $ 15,242,000 $ 15,445,000 $ 11,625,000
Individual 147,328,000 (23,966,000) 45,177,000 78,185,000
Senior markets 180,087,000 176,202,000 143,498,000 212,791,000
Total $339,243,000 $ 167,478,000 $ 204,120,000 $ 302,601,000
Senior
Individual Markets Total
2014 $ 25,586,000 $ 63,824,000 $ 89,410,000
2015 160,242,000 160,242,000
Total $ 25,586,000 $ 224,066,000 $ 249,652,000

Senior Segment - In 2011, the company entered into an agreement with the Michigan
Attorney General to freeze Medigap premium rates through July 31, 2016. This agreement
was incorporated into the terms of the company’s transition to a nonprofit mutual insurer. The
Senior segment PDR recorded at December 31, 2013, reflects the loss obligations for years
2014 through 2016 that are expected to be realized in the Senior segment for the Medicare
complimentary polices that are currently issued given the guarantee renewal of these polices.

Individual - The 2014 PDR incorporates significant regulatory and marketplace changes
under PPACA that are effective January 1, 2014 as well as the company’s transition to a
nonprofit mutual insurer. Beginning in 2014 the company will stop offering products that do
not meet the definition of a Qualified Health Plan (QHP) under PPACA except 1 non-QHP.
Due to enrollment difficulties encountered with the government’s Marketplace website, the
company experienced significant enrollment in its non-QHP product. The 2014 PDR balance
reflects projected losses of this non-QHP product for 2014. The prior year premium deficiency
reserve for the company’s individual business was established for anticipated losses primarily
due to expected future premium rate increases approved by DIFS being insufficient to cover
anticipated benefit trends and medical costs.

MIChild - The MIChild PDR was established for the anticipated losses for the contract period
in effect ending September 30, 2013, on the state sponsored insurance program, which
provides health and dental benefits for uninsured children of Michigan’s working families. The
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31.

outstanding receivable balances for excess losses were $2,717,000 and $24,333,000 as of
December 31, 2013 and 2012, respectively. Effective October 1, 2013 BCBSM’s PPO
arrangement was not renewed as the Michigan Department of Community Health began
moving MIChild membership to MIChild HMO plans to consolidate medical, pharmacy and
vision coverage of MIChild members. During the September 30, 2014 contract year only a
small portion of MIChild membership remains in the Company’s PPO product. The State has
agreed to cover any excess losses during this period.

ANTICIPATED SALVAGE AND SUBROGATION

The Company took into account estimated anticipated salvage and subrogation in its
determination of the liability for unpaid claims/losses and reduced such liability by
$11,040,000 and $9,152,000 for 2013 and 2012, respectively.
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES - GENERAL

Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which

is an insurer? Yes[X] No[ ]
If yes, complete Schedule Y, Parts 1, 1A and 2.
If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing
disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model
Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards
and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ ] NAT |
State regulating? Michigan
Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settiement of the
reporting entity? Yes[X] No[ ]
If yes, date of change: 09/06/2013
State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2010
State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2010
State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 05/07/2012
By what department or departments?
Michigan Department of Insurance and Financial Services
Have all financial statement adjustments within the latest financial examination report been accounted for in a subsequent financial statement
filed with departments? Yes[ ] No[ ] NA[X]
Have all of the recommendations within the latest financial examination report been complied with? Yes [ X] No[ ] NAT ]
During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:
411 sales of new business? Yes[ ] No[X]
412  renewals? Yes[ ] No[X]
During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:
421  sales of new business? Yes[ ] No[X]
422  renewals? Yes[ ] No[X]
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[X] No[ ]
If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.
1 2 3
Name of Entity NAIC Co. Code | State of Domicile
Blue Cross Blue Shield Of Michigan 54291 Michigan
Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes[ ] No[X]
If yes, give full information:
Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No[X]
If yes,
721  State the percentage of foreign control %
7.22  State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity
Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ] No[X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No[X]
If response to 8.3 is yes, please provide the names and locations (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Federal
Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the affiliate's primary federal regulator.
1 2 3 4 5 6

Affiliate Name Location (City, State) FRB 0OCC FDIC SEC

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche, Suite 3900, 200 Renaissance Center, Detroit, Michigan 48243-1704

Has the insurer been granted any exemptions to the prohibited non-audit services provided by the certified independent public accountant
requirements as allowed in Section 7H of the Annual Financial Reporting Model Regulation (Model Audit Rule), or substantially similar
state law or regulation? Yes[ ] No[X]
If the response to 10.1 is yes, provide information related to this exemption:
Has the insurer been granted any exemptions related to the other requirements of the Annual Financial Reporting Model Regulation as
allowed for in Section 17A of the Model Regulation, or substantially similar state law or regulation? Yes[ ] No[X]
If the response to 10.3 is yes, provide information related to this exemption:
Has the reporting entity established an Audit Committee in compliance with the domiciliary state insurance laws? Yes[X] No[ 1 NAT[ ]

If the answer to 10.5 is no or n/a, please explain.

What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
Dave Nelson FSA MAAA Vice President and Chief Actuary Blue Cross Blue Shield of Michigan, 600 E. Lafayette, MC 2010, Detroit, Michigan 48226
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GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES - GENERAL

12.1  Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ] No[X]
12.11  Name of real estate holding company

12.12  Number of parcels involved
12.13  Total book/adjusted carrying value
12.2  If yes, provide explanation.

13.  FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
13.1  What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?

13.2  Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ ] No[ ]
13.3  Have there been any changes made to any of the trust indentures during the year? Yes[ ] No[ ]
13.4 If answer to (13.3) is yes, has the domiciliary or entry state approved the changes? Yes[ ] No[ ] NA[ ]
14.1  Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions)

of the reporting entity subject to a code of ethics, which includes the following standards? Yes[X] No[ ]

a. Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;
b. Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;

[ Compliance with applicable governmental laws, rules and regulations;

d. The prompt internal reporting of violations to an appropriate person or persons identified in the code; and

e. Accountability for adherence to the code.

14.11 If the response to 14.1 is no, please explain:

14.2 Has the code of ethics for senior managers been amended? Yes[ ] No[X]
14.21 If the response to 14.2 is yes, provide information related to amendment(s).

14.3 Have any provisions of the code of ethics been waived for any of the specified officers? Yes[ ] No[X]
14.31 If the response to 14.3 is yes, provide the nature of any waiver(s).

15.1 Is the reporting entity the beneficiary of a Letter of Credit that is unrelated to reinsurance where the issuing or confirming bank is not on the

SVO Bank List? Yes[ ] No[X]
15.2  If the response to 15.1 is yes, indicate the American Bankers Association (ABA) Routing Number and the name of the issuing or confirming bank

of the Letter of Credit and describe the circumstances in which the Letter of Credit is triggered.

1 2 3 4
American Bankers
Association (ABA) Issuing or Confirming Circumstances That Can Trigger
Routing Number Bank Name the Letter of Credit Amount

PART 1 - COMMON INTERROGATORIES - BOARD OF DIRECTORS

16. Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof? Yes[X] No[ ]
17. Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof? Yes[X] No[ ]
18.  Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation

on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties

of such person? Yes[X] No[ ]

PART 1 - COMMON INTERROGATORIES - FINANCIAL

19.  Has this statement been prepared using a basis of accounting other than Statutory Accounting Principles (e.g., Generally Accepted Accounting Principles)? Yes[ ] No[X]
20.1 Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

20.11 To directors or other officers

20.12 To stockholders not officers

20.13 Trustees, supreme or grand (Fraternal only)
20.2 Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):

20.21 To directors or other officers

20.22 To stockholders not officers

20.23 Trustees, supreme or grand (Fraternal only)
21.1  Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for

such obligation being reported in the statement? Yes[ ] No[X]
21.2  If yes, state the amount thereof at December 31 of the current year:

21.21 Rented from others

21.22 Borrowed from others

21.23 Leased from others

21.24  Other
22.1  Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty

fund or guaranty association assessments? Yes[ ] No[X]
22.2 If answer is yes:

2221 Amount paid as losses or risk adjustment

22.22  Amount paid as expenses

2223 Otheramountspaid s
23.1  Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement? Yes[X] No[ ]
23.2  If yes, indicate any amounts receivable from parent included in the Page 2 amount. B 0

PART 1 - COMMON INTERROGATORIES - INVESTMENT

24.01 Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date (other than securities lending programs addressed in 24.03)? Yes[X] No[ ]
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24.02

24.03

24.04

24.05
24.06
24.07

24.08
24.09

24.10

25.1

252

253

26.1
26.2

271

27.2
28.

28.01

28.02

28.03

28.04

28.05

291

PART 1 - COMMON INTERROGATORIES - INVESTMENT

If no, give full and complete information relating thereto.

For security lending programs, provide a description of the program including value for collateral and amount of loaned securities, and whether
collateral is carried on or off-balance sheet (an alternative is to reference Note 17 where this information is also provided).
Refer to Note 17

Does the company's security lending program meet the requirements for a conforming program as outlined in the

Risk-Based Capital Instructions?

If answer to 24.04 is yes, report amount of collateral for conforming programs.

If answer to 24.04 is no, report amount of collateral for other programs.

Does your securities lending program require 102% (domestic securities) and 105% (foreign securities) from the counterparty at the
outset of the contract?

Does the reporting entity non-admit when the collateral received from the counterparty falls below 100%?

Does the reporting entity or the reporting entity's securities lending agent utilize the Master Securities Lending Agreement (MSLA)
to conduct securities lending?

For the reporting entity's security lending program, state the amount of the following as of December 31 of the current year:

24.101 Total fair value of reinvested collateral assets reported on Schedule DL, Parts 1 and 2.

24.102 Total book adjusted/carrying value of reinvested collateral assets reported on Schedule DL, Parts 1 and 2.

24.103 Total payable for securities lending reported on the liability page.

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity or has the reporting entity sold or transferred any assets subject to a put option contract that is currently in force?
(Exclude securities subject to Interrogatory 21.1 and 24.03)

If yes, state the amount thereof at December 31 of the current year:

25.21  Subject to repurchase agreements

25.22  Subject to reverse repurchase agreements

25.23  Subject to dollar repurchase agreements

25.24  Subject to reverse dollar repurchase agreements

25.25 Pledged as collateral

25.26 Placed under option agreements

25.27  Letter stock or securities restricted as to sale

25.28 On deposit with state or other regulatory body

Yes [ X] No[ ] NAJ ]
E 12,673,388

Yes[X] No[ ] NA[ ]
Yes[X] No[ | NA[ ]

Yes[X] No[ | NA[ ]

G 12,572,328
E 12,673,388
G 12,673,388

Yes[X] No[ ]

2529 Other
For category (25.27) provide the following:
1 2
Nature of Restriction Description

3
Amount

Does the reporting entity have any hedging transactions reported on Schedule DB?
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

Yes[ 1 No[X]
Yes[ | No[ ] NA[X]

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the
issuer, convertible into equity?
If yes, state the amount thereof at December 31 of the current year:

Excluding items in Schedule E-Part 3-Special Deposits, real estate, mortgage loans and investments held physically in the reporting entity's offices,
vaults or safety deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement
with a qualified bank or trust company in accordance with Section 1, IIl - General Examination Considerations, F. Outsourcing of Critical Functions

Custodial or Safekeeping Agreements of the NAIC Financial Condition Examiners Handbook?

Yes[X] No[ ]

For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address
State Street Bank & Trust 801 Pennsylvania Kansas City, MO 64105
Federal Home Loan Bank of Indianapolis 8250 Woodfield Crossing, Indianapolis IN 46240
Fidelity Investments 100 Magellan Way, Covington, KY41015
Comerica Institutional Services Group 411 W. Lafayette Blvd. MC 3462 Detroit, M| 48226
JP Morgan 383 Madison Avenue, 4th Floor | New York, NY 10179
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:
1 2 3
Name(s) Location(s) Complete Explanation(s)
Have there been any changes, including name changes, in the custodian(s) identified in 28.01 during the current year? Yes[ 1 No[X]
If yes, give full and complete information relating thereto:
1 2 3 4
Old Custodian New Custodian Date of Change Reason
Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:
1 2 3
Central Registration Depository Number(s) Name Address
105377 Loomis Sayles One Financial Center, Boston, MA 02111
106810 Munder Capital Management 480 Pierce St, Birmingham, Ml 48009-6059
108518 Snyder Capital Management, LP One Market Plaza, Steuart Tower,Suite 1200, Sal
110441 Western Asset Management Co 385 East Colorado Blvd, Pasadena, CA 91101
50584 Piedmont Investment Advisors, LLC 411 West Chapel Hill Street, Suite 1100, Durham|
113538 Herndon Capital Herndon Plaza, 100 Auburn Ave, NE Atlanta, GA|
106357 Thornburg Investment Management 2300 North Ridgetop Road, Santa Fe, NM 87506
111298 Arrowstreet Capital, Limited Partnership 200 Clarendon Street, 30th Floor, Boston, MA 02
114537 Aegon USA Investment Management 4333 Edgewood Road NE Cedar Rapids I1A 5249

Does the reporting entity have any diversified mutual funds reported in Schedule D-Part 2 (diversified according to the Securities and
Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5 (b) (1)])?

27.2

Yes[X] No[ ]
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29.2

29.3

30.

311
31.2

313

321
322

33.1
33.2

341
34.2

35.1
35.2

PART 1 - COMMON INTERROGATORIES - INVESTMENT

If yes, complete the following schedule:

1 2 3
Book/Adjusted
CUSIP # Name of Mutual Fund Carrying Value
722005 62 6|PIMCO All Asset Fund 18,576,403
00769G 77 4|Advisors Inner Circle 23,306,357
464287 48 1|Ishares Russell Midcap Growth 525,266
78462F 10 3|SPY EXCHANGE TRADED FUNDS 1,407,185
29.2999. TOTAL 43,815,211
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
PIMCO All Asset Fund PIMCO INCOME FUND 1,953,123 12/31/2013
Advisors Inner Circle GSMS 2007 - GG10 AM 911,745 12/31/2013
Ishares Russell Midcap Growth Actavis plc 5,321 12/31/2013
SPY EXCHANGE TRADED FUNDS APPLE INC 42,384 12/31/2013
Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.
1 2 3
Excess of Statement
Statement over Fair Value (-),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
301 BONGS...cvoiiiiiieiiieienisi st | resenseni 3,881,624,712 | ...occenve. 3,922,093,642 | ..cooovrenns 40,468,930
30.2  Preferred stocks. ....7,700,998 | ... ....8,886,344 | ... 1,185,346
30.3 889,325,710 | ...ocvvvnee 3,930,979,986 | ....covovvininns 41,654,276
30.4
Custodians, Bloomberg and Asset manager for foreign pricing.
Was the rate used to calculate fair value determined by a broker or custodian for any of the securities in Schedule D? Yes[X] No[ ]
If the answer to 31.1 is yes, does the reporting entity have a copy of the broker's or custodian's pricing policy (hard copy or electronic copy) for all
brokers or custodians used as a pricing source? Yes[X] No[ ]
If the answer to 31.2 is no, describe the reporting entity's process for determining a reliable pricing source for purposes of disclosure of fair value for Schedule D.
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes[X] No[ ]
If no, list exceptions:
PART 1 - COMMON INTERROGATORIES - OTHER
Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? G 4,398,318
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Blue Cross Blue Shield Association 4,234,207
Amount of payments for legal expenses, ifany? b 27,237,862
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Hunton & Williams LLP 9,434,767
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? B 337,340
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid

27.3
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GENERAL INTERROGATORIES
PART 2 - HEALTH INTERROGATORIES

1.1
1.2
1.3

1.4
1.5
1.6

3.1

32

41

4.2
5.1

5.2

5.3

71
7.2

9.1
9.2

10.1
10.2

Does the reporting entity have any direct Medicare Supplement Insurance in force?
If yes, indicate premium earned on U.S. business only

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit?
1.31 Reason for excluding

Indicate amount of earned premium attributable to Canadian and/or Other Alien not included in Item (1.2) above.

Indicate total incurred claims on all Medicare Supplement insurance.

Individual policies:

Most current three years:

1.61 Total premium earned

1.62 Total incurred claims

1.63  Number of covered lives

All years prior to most current three years:
1.64 Total premium earned

1.65 Total incurred claims

1.66 Number of covered lives

Group policies:

Most current three years:

1.71  Total premium earned

1.72  Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:
1.74  Total premium earned

1.75 Total incurred claims

1.76  Number of covered lives

Health test:
2.1 Premium Numerator..........ccccccoevrerrivnnnne

2.2 Premium Denominator.............cccevevennnne
2.3 Premium Ratio (2.1/2.2

2.4 Reserve NUumerator...........ccocvverevrivennes

2.5 Reserve Denominator...........cc.ccvvvvvveinnns
2.6 Reserve Ratio (2.4/2.5).....ccccccevivrnienns

1 2
Current Year Prior Year
............ 6,572,304,337 |.................6,319,342,469

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be

returned when, and if the earnings of the reporting entity permits?
If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and

dependents been filed with the appropriate regulatory agency?

If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered?

Does the reporting entity have stop-loss reinsurance?

If no, explain:

Blue Cross Blue Shield of Michigan does not utilize stop-loss reinsurance due to the size and stability of the business and sufficient levels of capitalization

Maximum retained risk (see instructions):
5.31 Comprehensive medical

5.32  Medical only

5.33 Medicare supplement

5.34 Dental and vision

5.35 Other limited benefit plan

5.36  Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other

agreements:

Yes[X]

No[ ]
302,577,809

Yes[ ] No[X]
Yes[X] No[ ]
Yes[X] No[ ]
Yes[ | No[X]

Maintain a restricted custodial bank account determined on the basis of a formula set by BCBSA and continuation insurance coverage with Collins and Associates.

Does the reporting entity set up its claim liability for provider services on a service date basis?

If no, give details:
Claim Liabilities are based on paid/incurred claims triangulation

Provide the following information regarding participating providers:
8.1 Number of providers at start of reporting year
8.2 Number of providers at end of reporting year

Does the reporting entity have business subject to premium rate guarantees?
If yes, direct premium earned:

9.21 Business with rate guarantees between 15-36 months

9.22 Business with rate guarantees over 36 months

Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts?
If yes:

10.21 Maximum amount payable bonuses

10.22 Amount actually paid for year bonuses

10.23 Maximum amount payable withholds

10.24 Amount actually paid for year withholds

28

Yes[ ] No[X]
............................. 46,803
............................. 49,153

Yes[X] No[ ]
T 0
G 0

Yes[X] No[ ]
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GENERAL INTERROGATORIES
PART 2 - HEALTH INTERROGATORIES

11.1 Is the reporting entity organized as:

11.12 A Medical Group/Staff Model, Yes[ ] No[X]

11.13 An Individual Practice Association (IPA), or Yes[ 1] No[X]

11.14 A Mixed Model (combination of above)? Yes[ ] No[X]
11.2 Is the reporting entity subject to Minimum Net Worth Requirements? Yes[ ] No[X]
11.3 If yes, show the name of the state requiring such net worth.
11.4 Ifyes, show the amountrequired.
11.5 s this amount included as part of a contingency reserve in stockholder's equity? Yes[ ] No[X]
11.6 If the amount is calculated, show the calculation:
12.  List service areas in which reporting entity is licensed to operate:

1
Name of Service Area

13.1 Do you act as a custodian for health savings account? Yes[ | No[X]
13.2 If yes, please provide the amount of custodial funds held as of the reportingdate.
13.3 Do you act as an administrator for health savings accounts? Yes[ | No[X]

13.4 If yes, please provide the balance of the funds administered as of the reporting date.

28.1
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FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2013 2012 2011 2010 2009
Balance Sheet Items (Pages 2 and 3)
1. Total admitted assets (Page 2, Ling 28)..........coccevvremrrrecerermneerenereneens | cvvvennne 7,715,176,064 |......... 7,469,445992 |........ 6,961,575,260 |......... 6,797,622,759 |......... 6,182,476,671
2. Total liabilities (Page 3, LiNe 24).......c.cocvrvnernernerneneneserseneensenees | v 4,426,452,467 |......... 4,408,848,725 |......... 4,171,923,308 |......... 4,038,155,202 |......... 3,620,246,663
3. StALUIOrY SUIPIUS.....oouvererercierieeierisecesi s esssens | ereeeens 3,288,723,597 |......... 3,060,597,267 |........ 2,789,651,952 |......... 2,759,467,557 |......... 2,562,230,008
4. Total capital and surplus (Page 3, Lin 33).......c.cccuverremmirenmerirerircrirenes | creveres 3,288,723,597 |......... 3,060,597,267 |......... 2,789,651,952 |......... 2,759,467,557 |......... 2,562,230,008
Income Statement Items (Page 4)
5. Total revenues (LINE 8)........cocureeenrenrereeeeerneereieessesssssesssisessesssssssssnens | sessnnes 6,688,428,325 |......... 6,412,685,175 |......... 6,395,397,758 |......... 6,574,692,435 |......... 6,986,393,893
6. Total medical and hospital expenses (LiNg 18)..........cocceeermeerernerireererens | wovrevens 5,800,120,877 |......... 5,598,867,238 |........ 5,556,566,983 |......... 5,793,567,136 |......... 6,395,751,497
7. Claims adjustment expenses (LiNe 20)...........cccoevvvererrererierrererieriereeeeniens | cvereerenns 345,801,057 |............ 340,387,526 |............ 301,665,387 |............ 249,703,600 |............ 292,544 193
8. Total administrative expenses (LINE 21).........c.couvwvueremerieresnermeesienesns | crvereenens 863,414,343 |........... 731,052,409 |............ 649,105,046 |............ 562,582,673 |.....c...... 542,482,269
9. Net underwriting gain (10SS) (LINE 24).........ovveerverrrerrreereeeinereneereseennes | cererennne (267,959,225) | ........... (220,978,245) | ......ccc.... (48,836,658) | ............. (73,954,974) | .......... (256,501,066)
10.  Net investment gain (10S) (LiNE 27).........vvureereiriereienrieneieniiesseenesn | ereereenens 168,973,953 |............ 252,849,819 |....cccoo.. 199,321,082 |............ 211,486,689 |............ 241,495,372
11. Total other income (LiNS 28 PIUS 29)........c.crvrmreerrerneeeeeeneeseeeeseesns | ceereressaneenns 9,004,359 |....ocovvrernns (268,260) | ............. (36,115,603) | ....cconvvnn (23,437,699) | ...cvvvveernn 3,248,849
12. Netincome or (10SS) (LINE 32)........cccuevemrreeerirrirneriirineeisenieeseneneens | creeseenenns (85,941,824) (2,549,430) | ...oocvvrnne 40,011,408 |........... 205,229,863 |......ccs 12,579,275
Cash Flow (Page 6)
13. Net cash from operations (LiN 11).........coeveererreennermernerererieeesnesine | wreeeeenns (227,433,401) | .cvconnvn. 224,799,911 |..cooeeeee. 286,725,351 |............ 167,937,899 |........... (111,885,115)
Risk-Based Capital Analysis
14, Total adjusted Capital...........cccvrrireressse e | ceevenees 3,288,723,597 |......... 3,060,597,267 |......... 2,789,651,952 |......... 2,759,467,557 |......... 2,562,230,008
15.  Authorized control level risk-based Capital............ccocceevrererrmnecenerines | crneeenend 457,306,784 |............ 430,364,292 |............ 414,539,579 |........... 395,551,652 |............ 394,335,822
Enrollment (Exhibit 1)
16. Total members at end of period (Column 5, LINE 7)......ccvvveierrreiieieiens | cervrreieininns 1,484,879 |...cconeee. 1,488,471 | .o 1,489,063 |......ccoocee. 1,530,557 |.covvirirnnn 1,667,179
17. Total member months (COlUMN 6, LiNE 7).......ccoververeneneereireinirnsensereenes | soesenseeenns 18,053,589 |...ccccvenee. 17,796,250 |....ccoeuvee 17,946,160 |......c....... 18,757,734 |..ovvvnvne. 20,470,544
Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100 .0
18. Premiums earned plus risk revenue (Line 2 plus Lines 3 and 5)........ccc. | coevrerrrrecneeneenne 100.0 | oo 100.0 | oo 100.0 | oo 100.0 | covveeeerereineenee 100.0
19. Total hospital and medical plus other non-health (Line 18 plus Line 19). | ....ccccvvvreirirnnnns 87.2 | oo 87.8 | oo 86.9 | oo 88.1 | oo 915
20. Cost CONtAINMENE EXPENSES......cuurererrerreeereeeereeseeeneeneieeseesesssssssesessessens | coeesssessesessessessnsenns 2.0 | e 2.3 | e A [ 15 | e, 1.8
21. Other claims adjustment EXPENSES..........cceiurireiiirieieirieieessseessisnnes | eeressssessssssessessnsens K T I IR K7 I IR 3.0 | e 2.3 | e 2.4
22. Total underwriting deductions (LiNE 23)........c.oveeeenreneerrenrennenneneineireins | coveeeeeesssenseneens 1046 | oo 104.0 | oo 1008 | oo 1011 | e 103.7
23. Total underwriting gain (10SS) (LINE 24).........coveieieirereirieienieiessiesees | veresseesessssesessnsnns [C0) ) I () | [ (08 A () (3.7)
Unpaid Claims Analysis (U&I Exhibit, Part 2B)
24. Total claims incurred for prior years (Line 13 Col. 5)......cccoevveveeeviveiens v 545,064,390 |............ 514,791,002 |............ 503,216,022 |............ 574,147,051 |............ 611,438,173
25. Estimated liability of unpaid claims - [prior year (Line 13, Col.6)]  |............ 634,350,484 | ............ 577,316,891 | ............ 632,573,250 | ............ 676,209,598 | ............ 650,538,313
Investments in Parent, Subsidiaries and Affiliates
26. Affiliated bonds (Sch. D SUMMAry, LiNe 12, COL 1).....cucvieiciieieiiieis [ eveieisieieisseiisissieiies | covsvessesissesssssesssssssesinss | esvesessssessssssessesessses | sssessssssessssssesssssssesinss | sessessessessssessessssessessnses
27. Affiliated preferred stocks (Sch D. Summary, Line 18, COl. 1).......cevvves [ overeeveeiieseeseeseenens | eveereneiens 10,408,056 | ....cvoveevcrercrierererieens | erreiiesseisssseseesesens | eeveeresssesseses s snins
28. Affiliated common stocks (Sch D. Summary, Line 24, Col. 1).......cccooveens | crvvenne. 1,710,633,231 |......... 1,563,213,456 |......... 1,333,707,057 |......... 1,218,983,700 |......... 1,149,787,380
29. Affiliated short-term investments (subtotal included in Sch. DA,
Verification, COIUMN 5, LINE 10).......cuiiiiiieieiiieieieieieieeseeisssesesies | evesessesssssssssesssssssesins | eovssessessssesesssssssssessnss | essessessssessessssessssssesies | sosesssssssesssssssessssessessnss | ossessessessssassessssessessnses
30. Affiliated mortgage 10aNs 0N FEAl ESTALE..........cvrereerierrrireieiisierireiieies | veiressessssssssssissressnsinns | sessesssssssssssessnssssssnssess | sessssssssssssssessssssnssessasss | sersssssessnssssssesessossessns | soessessssssnssssessassanssnsns
31, All other affiliated.........ccccurreeriericiriecceereisesesessenne | creeeeeeees 158,399,476 | ....ovocreecrreiriieriinins | eveerieseisssssesissesnenes | o | e
32. Total of above Lines 26 0 31.....c.reierrreiniiriisiese s snessesesssnsenssnes | sneseenns 1,869,032,707 | ......... 1,673,619512 | ......... 1,333,707,057 | ......... 1,218,983,700 | ......... 1,149,787,380
33. Total investment in parent included in LINes 26 t0 31 @DOVE.......ccccviiiie [ eoerieiniieiieisieiieisieniaies | erssessenssesssessssssessssens | eroserissssessessssassessssane | eossessssesassssessesssssnsesses | aesssessessssssesssssnsesasnes
NOTE: If a party to a merger, have the two most recent years of this exhibit been restated due to a merger in compliance with the disclosure
requirements of SSAP No. 3, Accounting Changes and Correction of Errors? Yes[ ] No[X]

If no, please explain:
On December 31, 2013, BCBSM and BCBSMMIC underwent a statutory merger. Balance sheets of the two merging entities were added together - See Footnote No.1 for additinal details
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SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

State, Etc.

Direct Business Only

2

Accident
& Health
Premiums

Active
Status

3 4 5
Federal Employees
Health
Medicare Medicaid Benefits Plan
Title XVIII Title XIX Premiums

6
Life & Annuity
Premiums and
Other
Considerations

7

Property/
Casualty
Premiums

8

Total
Columns
2 Through 7

9

Deposit-
Type
Contracts

©® NGk w2

ArZONA.......ocveeiieseee s

ArKaNSaS.......oevrerrierrereiniseieens AR]|....
California.........cccoceverrerereererennnnns CA|....

Colorado........ccovureerreeirerrrieiennns

Connecticut.........cevevrivererennn. CT|....
Delaware..........cccovvverrinrvniinnnns DE|....
District of Columbia..................... DCj....

Florida
Georgia.... .
HaWai. v

Kansas....
Kentucky.
Louisiana.

Maryland......

Massachusetts.
Michigan......
Minnesota.........cccoevvvveveiienenns
MiSSISSIPPI....v.vvevecvrericriiriieienns
MiSSOUTi......cvcvevrrcverricreeieeias
Montana........ccceeveereinerenennnns
Nebraska..........cccooervierrreriennins
Nevada.......oooeveeieerieieinenns
New Hampshire..........cooeuveenenne
NEW JErseY.....cocovererrirereirinnnnns
New MeXiCO......ouvverriirerriicins
New York.

Vermont...
Virginia....
Washington.
West Virginia...
Wisconsin....
Wyoming.....
American Samoa.

U.S. Virgin Islands..........ccccceen....
Northern Mariana Islands..........
Canada.........ccoevveverererriennnnn

Aggregate Other alien.................
Subtotal.......ccoverrrreeeeieene

Reporting entity contributions for
Employee Benefit Plans...................

Total (Direct Business)

AL [N

Z2Z2Z2ZZZZZZZZZ2ZZ2Z2Z2

1,126,944,123

DETAILS OF WRITE-INS

58001. ...
58002.
58003.
58998.
58999. Total (Lines 58001 thru 58003 + 58998)................

Summary of remaining write-ins

for line 58.

VI .0

(L) - Licensed or Chartered - Licensed Insurance Carrier or Domicilied RRG;

(E) - Eligible - Reporting Entities eligible or approved to write Surplus Lines in the state; (N) - None of the above - Not allowed to write business in the state.
Explanation of basis of allocation by states, premiums by state, etc.

(@) Insert the number of L responses except for Canada and Other Alien.
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0 0
gistered - Non-domiciled RRGs; (Q) - Qualified - Qualified or Accredited Reinsurer;
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Blue Cross

of Michigan

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

SUBSIDIARY & AFFILIATE ORGANIZATION CHART

s Bipe.Shislsh 201301e BLUE CROSS BLUE SHIELD OF MICHIGAN MUTUAL INSURANCE COMPANY

BLUE CROSS BLUE SHIELD
OF MICHIGAN MUTUAL
INSURANCE COMPANY

EIN 38-2069753
NAIC 54291, Group 572

Accident Fund Holdings,
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BMH LLC1
DE limited liability company
FEIN: 30-0703311

DE limited liability company

BMH SUBCO I LLC2

FEIN: 30-0703311

BMH SUBCO Il LLCs3
DE limited liability company
FEIN: 80-0768643

AmeriHealth Car

DE limited liability company
FEIN: 45-5415725

itas Services, LLC

Keystone Family Health Plan
PA general partnership

FEIN: 23-2842344

AmeriHealth Caritas Health Plan
PA general partnership
FEIN: 23-2859523

AmeriHealth Caritas
IS Louisiana, Inc.
P LA business corporation
= FEIN: 27-3575066
NAIC Code: 14143

Select Health of South
Carolina, Inc.
SC business corporation
FEIN: 57-1032456
NAIC Code: 95458

AmeriHealth Caritas
Georgia, Inc.
GA business corporation
FEIN: 20-2467931
NAIC Code: 14692

Shore Points AmeriHealth
Mercy of Louisiana, L.L.C.

LA limited liability company
FEIN: 77-0632420

AmeriHealth
Northeast, LLCa
PA limited liability company
FEIN: 45-4244113

AmeriHealth Mercy of
Indiana, LLC
IN business corporation
FEIN: 20-4948091

PerformRx, LLC
PA limited liability company
FEIN: 27-0863878

PerformRX IPA of New
York, LLC
NY limited liability company
FEIN: 26-1809217

Inc.e
NE business corporation
FEIN: 45-3790685
NAIC Code: 14261

AmeriHealth Nebraska,

Florida True Health,
Inc.7
FL business corporation
FEIN: 45-4088232
NAIC Code: 14378

]

AMHP Holdings Corp.

AmeriHealth District of
Columbia, Inc.
District of Columbia business
corporation
FEIN: 46-1480203
NAIC Code: 15088

PA business corporation
FEIN: 26-1144363

]

AmeriHealth Michigan, Inc.
MI business corporation
FEIN: 46-0906893
NAIC Code: 15104

Community Behavioral Healthcare
Network of Pennsylvania, Inc.

PA business corporation
FEIN: 25-1765391

CBHNP Services, Inc.
PA business corporation
FEIN: 26-0885397
NAIC Code: 13630

Regence AmeriHealth -
Caritas, Inc. 5 Prestige Health Prestige MSO,
WA business corporation Choice. L.L.C.s ' I'_LCQ -
FEIN: 46-4191591 FL limited liability FL limited I|§b|I|ty
corporation COprI’atIOI’]
FEIN: 45-0563075 P e

1 Blue Cross Blue Shield of Michigan owns a 38.7% stake of BMH LLC

2 BMH SUBCO | LLC owns a 50% stake of Keystone Family Health Plan and a 50% stake of
AmeriHealth Caritas Health Plan.

3 BMH SUBCO Il LLC owns a 50% stake of Keystone Family Health Plan and a 50% stake of
AmeriHealth Caritas Health Plan.

4 AmeriHealth Caritas Health Plan owns a 50% stake of AmeriHealth Northeast, LLC

5 AmeriHealth Caritas Health Plan own s a 50% stake of Regence AmeriHealth Caritas, Inc.
6 AmeriHealth Caritas Health Plan owns a 70% stake of AmeriHealth Nebraska, Inc.

7 AmeriHealth Caritas Health Plan owns a 50% stake of Florida True Health, Inc.

8 Florida True Health, Inc. owns a 40% stake of Prestige Health Choice, L.L.C.

9 Florida True Health, Inc. owns a 51% stake of Prestige MSO, LLC

All entities that do not reflect a particular state name or abbreviation are domiciled in Michigan.
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